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ABSTRACT 


This  thesis  discusses  the  management  strategy  of  the 
Coast  Guard  Reserve;  it  examines  the  formulation  and 
implementation  of  strategy. 

A  model  to  develop  and  implement  strategy  is  proposed,  which 
defines  the  role  of  the  budget  in  this  strategic  management 
process.  The  recent  strategy  of  the  Coast  Guard  Reserve  is 
analyzed  using  this  model.  The  analysis  seems  to  indicate 
that  the  Coast  Guard  Reserve  had  no  explicit  strategy  ir.  the 
15£G's;  however,  the  Reserve  did  execute  an  implicit 
strategy  as  interred  from  its  actions.  This  implied 
strategy  e.ijoyed  varying  degrees  of  success  depending  cn  the 
criterion  of  evaluation. 


w 

1.  e  r  e 

t  h"- 

ctirer.on  shows  limited  success, 

I  recommend 

sol  ut 

i  c.ns 

the  various  problems.  A  princip 

le  solution 

^  r.  V  0 ! 

yes 

Coait  Guard  Reserve  expanding 

and 

forma  1 i zing 

t  r.  c  s 

t  i  a  r 

e  c  1 : 

process,  including  the  use  of 

the 

budget  as  a 

means 

t  c 

tha* 

end . 

1  Aooession  For  1 

NTIS  CRAM 
DlIC  TAB 
Utiannounced 
Justlf icatl 

n 

□ 

on 

By 

Dlatrlbutloi 

AvallablH 

Q/ 

ty  Codes 

Dtst 

ft'i 

Avail 

Spao 

and/or 

lal 

TABLE  OF  CONTENTS 


I.  INTRODUCTION . 1 

A  .  BACKGROUND . 1 

B.  OBJECTIVE . 2 

C.  RESEARCH  QUESTION . 2 

D.  SCOPE,  LIMITATIONS,  AND  ASSUMPTIONS . 3 

E.  LITERATURE  REVIEW  AND  METHODOLOGY . 3 

F.  ORGANIZATION  OF  STUDY . 4 

1 1  .  STRATEGY  :  A  MODEL . 5 

A.  CHAPTER  INTRODUCTION . 5 

E.  BASIS  FOR  STRATEGY . 6 

C  .  CORPORATE  STRATEGY . 7 

1  .  Definitions . 7 

Mode. . 8 

a.  Interrelation  of  Stages . 9 

b.  Formulation  Stage . 10 

c.  Implementation  Stage . 11 

d.  Adaptation  and  Flexibility . 13 

e.  Critical  Issues . 14 

D.  BUDGETS . 19 

E.  THE  STRATEGIST . 21 

F  .  M I L I T ARY  STRATEGY . 2  2 

1.  Formulation  Phase . 23 

2.  Implementation  Phase . 24 


IV 


3.  Conclusion . 

G.  EVALUATING  STRATEGY . 

H.  ULTIMATE  CONTROLS . 

I.  CHAPTER  CONCLUSION . 

III.  STRATEGY  AND  THE  COAST  GUARD  RESERVE . 

A.  CHAPTER  INTRODUCTION . 

B.  COMPETITORS . 

C.  COMPARATIVE  ADVANTAGE . 

D.  FORMULATION  PHASE . 

1 .  Goals . 

2.  Envi r cnnent . 

a.  Resources:  The  Input  Environment 

b.  Missions:  The  Output  Environment 

c.  Environment;  Conclusion . 

3.  Futurity  anri  Niche . 

£  .  M ..  1  i  t  a  L  y . 

h).  Folilicai . 

c.  Economic . 

d.  Budget  Confirmation  of  Strategy 

4.  Formulation  Conclusion . 

E.  IMPLEMENTATION . 

1 .  Budget . 

2.  Spending  and  Activities  Reports.... 

3.  Readiness  Reports . 

F.  CHAPTER  CONCLUSION . 


24 

25 

26 
28 
31 

31 

32 

34 

35 
3  6 
37 
37 
40 

43 

44 

45 

45 

46 

47 

49 

50 

50 

51 

52 
52 


V 


IV.  EVALUATION  OP  THE  STRATEGY . 54 

A.  CHAPTER  INTRODUCTION . 54 

B.  ORGANIZATIONAL  GROWTH/ SURVIVAL  . 54 

C.  THEORETICAL  VALIDITY  OF  STRATEGY . 57 

1.  Consonance . 57 

2.  Consistency  of  Goals  and  Policies . 58 

3.  Feasibility . 60 

4.  Advantage . 62 

D.  CHAPTER  CONCLUSION . 63 

V.  IMPROVEMENTS  TO  PREVIOUS  STRATEGY . 64 

A.  CHAPTER  INTRODUCTION . 64 

E.  ASSETS  AND  EXPENSES . 65 

C,  PRESENT  VS.  FUTURE  CONSUMPTION . 66 

I. .  OUTPUT  DEFINITION  AND  SKILLS  MODEL . 68 

E.  THE  BUDGET  AS  A  CONTRCL  SYSTE.M . 71 

F.  CHAPTER  CONCLUSION . 7  3 

VI.  EPILOGUE . 75 

A.  CONCLUSION . 7  5 

E.  FINDINGS . 76 

C.  RECOMMENDATIONS . 7  8 

APPENDIX  A:  COAST  GUARD  MISSIONS  AND  COMPETITORS . 80 

APPENDIX  B:  DATA  USED  TO  CONSTRUCT  FIGURE  6 . 81 

LIST  OF  REFERENCES . 82 

INITIAL  DISTRIBUTION  LIST . 85 


VI 


INTRODUCTION 


I  . 


A .  BACKGROUND 

This  study  responds  to  a  need  for  strategic  planning  by 
the  Coast  Guard  Reserve.  The  intended  future  direction  for 
the  organization,  and  the  corresponding  commitment  of 
resources,  will  require  a  firm  foundation  and  clear  vision 
to  deliver  a  successful  outcome.  The  first  need  is  for  a 
theoretical  framework  to  distinguish  and  relate  the  critical 
components  in  the  strategy  management  process.  Empowered 
with  this  knowledge,  decision  makers  can  the..  mere 
effectively  devise  and  im.piemient  an  appropriate  strategy. 

Several  factors  comibine  tc  make  these  choices  more 
critical  for  the  Coast  Guard  Reserve.  First,  recent  rapid 
crevth  in  national  expenditures  on  drug  interdiction  and 
defense  impacted  the  active  duty  Coast  Guard's  emphasis,  and 
consequently  the  Coast  Guard  Reserve.  Second,  competition 
for  funding  ir.  the  Federal  Budget  arena  m.ay  change  because 
of  Gramm-Rudman  deficit  restrictions  and  the  growth  of 
appropriations  in  entitlement  programs.  Third,  military 
programs  may  come  under  further  pressure  towards  reduction 
given  the  dramatic  changes  in  the  Soviet  Union  and  Eastern 
Europe.  Finally,  demographic  trends  may  reduce  the  pool  of 
entry  level  youths  for  the  Armed  Forces. 


This  environment  of  constrained  resources  will  dictate 
obtaining  maximum  value  from  resource  commitments. 
Successful  competition  for  these  resources  may  require  a 
clear  articulation  of  an  organization's  costs  and  benefits. 
Investments  may  last  longer  and  become  more  irreversible. 
The  impact  of  decisions  could  increase,  as  the  number  of 
choices  declines.  Since  strategy  focuses  on  decisions  about 
the  future,  the  subject  may  prove  especially  useful  in  these 
timer . 


B.  OBJECTIVE 

The  objective  of  this  study  is  to  develop  a  prototype  of 
the  strategic  management  process  for  use  by  the  Coast  Guard 
Reserve.  studv  focuses  on  management’s  i.ntention  to 
achieve  objectives,  and  use  of  available  resources  to  that 


C.  RESEARCH  QUESTION 

The  primary  research  question  asks:  how  is  the  strategy 
of  the  Coast  Guard  Reserve  implemented  in  its  budget  ? 
Subsidiary  questions  examine: 

-  What  is  the  definition  of  strategy  ? 

-  What  was  the  past  strategy  of  the  Coast  Guard  Reserve  ? 

-  How  effective  was  that  strategy  ? 

-  How  can  the  strategy  be  improved  ? 


D.  SCOPE,  LIMITATIONS  AND  ASSUMPTIONS 


This  thesis  examines  the  practice  of  strategy  by  the 
Coast  Guard  Reserve.  It  examines  decisions  on  the  future  of 
the  organization,  especially  its  use  of  resources  to 
accomplish  goals.  To  examine  strategy,  the  goals  will  be 
discerned,  and  consumption  of  resources  will  be  related  to 
the  accomplishment  of  the  goals.  The  budget  provides  a 
useful  framework  for  this  analysis  because  it  relates 
resources  and  goals  by  consum.ption  and  accompl  ishm.ent . 

The  scope  include;  strategy  formulation  and  execution. 
Thii  thesis  assumes  a  basic  knowledge  of  management 
activit:.e.s  and  t:,e  Coast  Guard  Reserve  on  the  part  of  the 
reader  . 

Tht  t}.esis  prcceeds  sequentially  through  four  main 


a  -cd- 1  to  define  the  concept  c:  strategy 
l^inc  the  model  tc  the  Coast  Guard  Reserve  to  infer 


ng  the  success  of  that  strategy  againsi 

e  budget  to  develop  solutions  to  the  va 
1  dent  1  fled. 


OUE 


E.  LITERATURE  REVIEW  AND  METHODOLOGY 

This  thesis  proposes  a  model  for  developing  and 
executing  strategy.  The  methodology  includes  a  literature 
review  to  develop  a  model  of  strategy.  Then,  that  model  is 
applied  tc  the  Reserve  program  over  the  past  decade  to  infer 


the  organization's  strategy.  Next,  analysis  discerns 
factors  for  success  or  failure,  identifying  key  issues  and 
problems.  Fci  levying  this,  various  solutions  are  recommended 
for  these  problems.  The  thesis  concludes  by  recommending  a 
formalized  strategic  planning  process  to  solve  current 
problems  and  avoid  recurrences  in  the  future. 

F.  ORGANIZATION  OF  STUDY 

Thn  thesis  organization  parallels  the  methodology, 
rhoi:--  rr  pieser.ts  theoretical  elements  c;  .strategy.'  and 
;-_ns  thes,  in  a  model.  Chapter  III  applies  the  model  to 

i..:er  the  strategy  cf  the  Reserve  prograir  i:,  the  past 
decad':.  Chapter  IV  evaluates  the  effectiveness  cf  the 
-vrategy  and  identifies  some  shortcomings.  Chapter 
drvelcp.-:  s 1  u  t  i  •:  r..-;  to  ihe  strategy's  problerr.s.  An  epilogue 
draw  c on ..  1  us  1  c.-.s  and  rriakes  r eccm.miendat i  one  . 
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I I .  STRATEGY :  A  MODEL 


A.  CHAPTER  INTRODUCTION 

This  chapter  seeks  to  provide  an  overview  of  strategy  to 
be  used  as  a  foundation  for  later  evaluation  of  the  Coast 
Guard  Reserve.  The  budget  is  a  component  of  strategy,  and 
wii.  subsequently  serve  as  the  focus  for  analyzing  the 
Reserve- . 


Ti^^ussion  cf  ;:ie  strategy  ol  the  Coast  Guard  Reserve 
depends  first  on  a  definition  of  the  tern',  "srr  =  teg^'  " 


Cnapter  i;  addresses  severa'  preliminary  question,  including 
•refining  strategy  and  the  role  cf  the  budges  in  strategy. 
.Rr.swp.s  to  rhTie  questions  provide  a  foundatio:.  to  explore 
the  strategy  of  the  Coast  Guard  Reserve. 

R.t.t.:,  t  ne  or.apte;  ,  each  section  explores  different 
a.'.-pem  cf  St  rat  eg;..  .  Section  B  delineates  the  conditiens 
wh.ch  create  the  need  for  strategy.  Section  C  offers 
^trveic.  definitions  of  strategy,  places  these  definitions  in 
the  business  context,  and  introduces  the  role  of  the  budget. 

The  following  section  expands  these  definitions,  to  view 
strategy  as  a  system  with  formulation  and  implementation 
stages.  The  next  section  addresses  the  role  of  the 
stra.egiEt  in  dirc'cting  the  system.  Then  comparison  of 
military  and  business  strategies  further  illustrates  the 


decisions  made  by  the  strategist.  Finally,  a  format  to 
evaluate  strategies  is  provided,  along  with  a  discussion  of 
ultimate  control  systems  for  the  different  strategies. 

B.  BASIS  FOR  STRATEGY 

Nature  contains  the  basis  for  strategy.  Scarce 

resources  and  the  competition  for  survival  are  fundamental 
laws  of  nature.  Yet  only  man  with  the  ability  to 
conceptualize,  symbolize,  and  reason  can  practice  strategy. 
Through  thinking  and  planning,  organizations  hope  to  prevail 
by  exploiting  advantages  in  obtainino  and  using  resources. 
Strategy  is  man's  response  to  the  following  conditions 

-  Finite  resources 

-  br.cer rainoy  about  an  adversary's  capability  and 
intention 

-  Irreversible  commitment  of  resources 

-  Necessity  of  coordinating  action  over  time  and  distance 

-  Uncertainty  about  control  of  the  initiative 

-  The  critical  .nature  of  the  adversaries’  m.utual 

perceptions  of  each  other  (Albert  and  others, 1983, 
t  ■  3  ) 

The  history  of  mankind  reports  the  survival  and  growth 
cf  those  organizations  that  excelled  at  strategy  in  response 
to  these  conditions.  Continued  failure  in  this  activity 
leads  only  to  extinction. 

Hence,  successful  survival  is  one  reason  to  study 
strategy.  Both  business  and  the  military  have  the  need  to 
survive  in  their  different  environments;  their  goal  is  to 
prevail  even  in  the  face  of  adversaries.  Survival  serves  as 
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a  catalyt L  to  other  organizational  goals.  Without 
existence,  the  organization  cannot  accomplish  its  remaining 
goal s  . 

Wherever  the  above  conditions  exist,  one  individual  or 
organization  can  dominate  an  opponent  through  effective  use 
of  strategy.  Decision  making  and  uncertainty  characterize 
this  climate.  Therefore,  strategy  seeks  to  provide  a  method 
for  making  those  decisions  which  critically  affect  the 
outcome  of  the  competition.  The  definitions  offered  in  the 
ne;-:;  section  place  decisions  at  the  core  of  strategy. 


C .  CORPORATE  STRATEGY 
1.  Definitions 

The  firs:  cefinitic::  .-jornes  from:  Steiner,  speaking  of 

t:.-  esser.  re  cf  corporate  strategy  as: 

i..v  £  i  :  T.r.c.  V  ,  0  _ ..’'--.it  i  f  :  cat  i on  of  op^por tuni  1 1  e.s  and  threats 
that  lie  rr.  the  future,  which  in  combination  with  other 
relevant  data  provide  a  basis  for  a  comipany’s  making 
better  current  decisions  to  exploit  the  opportunities  and 
to  avoid  the  threats.  (  Steiner  ,  1  ?7  9  ,  p  .  1-5) 

Andrews  offers  a  competing  definition  of  strategy 

as  : 

the  pattern  of  decisions  in  a  company  that  determines 
and  reveals  its  objectives,  purposes  or  goals,  produces 
the  principal  policies  and  plans  for  achieving  those 
goals,  and  defines  the  range  of  business  the  company  is 
to  pursue,  the  kind  of  economic  and  human  organization 
it  is  or  intends  to  be,  and  the  nature  of  the  economic 
and  non-economic  contribution  it  intends  to  make  to  its 
shareholders,  employees,  customers  and  communities. 
(Andrews , 1980 ,p  .  28) 
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Evered  distills  these  definitions  even  further, 

saying : 

strategy  is  doirinated  by  the  determination 
of . . . purpose .  .  .  ,  and  by  consideration  of  the  future 
character  of  the  firm  in  relation  to  opportunities, 
threats,  and  constraints.  (Evered, 1983 , p  .  61) 

Note  the  absence  of  any  unique  features  which  would 
exclude  non-profit  or  military  organizations  from  these 
definitions.  Business  organizations  operate  in  the 
commercial  arena,  where  survival  is  motivated  and  sustained 
by  profit.  Naturally  then,  catalysts  and  threats  to  miaking 
prcfl'  \.';..ll  form;  the  core  of  the  busin=-s.s  en-.'i  r  or.mer.t  and 
corporate  strategy.  But  the  definitions  car.  extend  to  any 
competttive  environment  as  previously  describee.  Strategy 
deals  with  critical  decisions,  organizational  purpose,  and 
future  threats  and  opportunities. 

2.  Model 

These  definitions  help  conceptualize  the  idea  of 
strategy,  but  they  do  net  provide  a  methodology  tc  practice 
strategy.  Defining  strategy  as  a  process,  piovides  a  means 
tc  apply  the  previous  concepts.  In  this  manner,  Steiner 
defines  strategy  as: 


a  process  that  begins  with  the  setting  of  organizational 
aims,  def ines . . . pol icies  to  achieve  them,  and  develops 
detailed  plans  to  make  sure  that  (they)  are 
imp  1  ement  ed  .  .  .  t  o  achieve  the  ends  sought. 
( Steiner , 1979 , p .  14) 
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With  strategy  thus  defined,  a  model  of  the  strategic 
process  can  be  derived  to  further  illustrate  the  mechanics 
of  applying  strategy.  Andrews  separates  strategy  into 
"formulation  and  implementation"  (Andrews , 1981 ,p.  41) 
stages.  The  formulation  stage  focuses  on  "deciding  what  to 
do;"  while  implementation  points  to  "achieving  results." 
Andrews’  model  of  this  process  is  shown  below: 


Figure  1  (Andrews , 1980 , p .  41) 


a.  Interrelation  of  Stages 

Andrews'  general  description  of  a  complex  system 
shows  each  stage  as  a  separate  component  to  aid 
understanding;  however,  no  such  clear  distinctions  occur. 
Steiner  describes  the  overlap  saying  "planning  cannot  be 
disentangled  from  such  management  functions  as  organizing, 
directing,  motivating  and  controlling."  (Steiner ,1979, p.  4) 
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Ke  refers  to  a  report  from  a  Conference  Board  Survey 
describing  the  manager  in  multiple  roles: 


...his  role  as  planner  is  meshed  with  his  role  as 
organizer,  director,  and  so  on,  in  a  seamless  web  of 
management;  for  instance,  the  thought  he  devotes  to  what 
might  be  termed  planning  questions,  and  decisions  he 
makes  about  them,  have  implications  for  his  exercise  of 
control;  and  vice  versa.  It  is  the  whole  of  his  job 
that  must  be  looked  at,  the  interaction  of  the  elements 
of  the  management  process  rather  than  the  individual 
elements.  { Steiner , 1 97 9 , p .  4) 

The  overlap  attributed  to  the  manager's  roles 
all.,  applies  to  the  strategist.  Decisions  in  one  area 
in. pact  decisions  in  ctl.er  areas.  But  the  initial  cycle  of 
strategy  proceeds  logically  from  the  formulatic:.  to  the 
implementation  stage.  As  an  iterative  process,  one  stage 
supports  the  next  . 

b .  Formulation  Stace 

The  formulation  stage  produces  alternatives, 

..ecessary  for  th.e  following  reasons: 

Alternative  strategies  can  improve  the  adaptability  of 
the  organization  in  two  ways.  First,  by  explicitly 
exam.ining  alternatives,  it  is  likely  that  the 
organization  will  find  som.e  that  are  superior  to  their 
current  strategy.  Second,  the  environmient  rr.ight  change; 
if  alternative  (contingency)  plans  have  been  prepared, 
the  organization  is  in  a  better  position  to  respond 
successfully.  Alternatively,  they  can  select  a  strategy 
that  performs  well  even  if  the  environment  changes. 
(Albert  and  others , 1 983 , p  .  2-9) 

The  formulation  stage  requires  information  on 
the  organization,  the  environment,  and  the  competition.  The 
decision  maker  determines  the  relevance  of  these  factors  and 
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considers  the  "futurity  of  present  decisions" 
( Druckei , 1 37 4 , F .  125).  Steiner  describes  this  as  a  look  "at 
the  chain  of  cause  and  effect  consequences  over  time  of  an 
actual  or  intended  decision...."  ( Steiner , 197 9 , p .  13)  Since 
the  number  of  alternatives  and  valuation  of  information  is 
highly  subjective,  the  formulation  stage  yields  an  infinite 
number  of  choices. 


Implementation  Stac 


The  im.p  1  ementation  stage  feeds  on  the 
u  ’  t  ernat  -  V  t-.r  produced  in  the  formulaticr,  phase. 
Imp  1  ementati or;  requires  selection  of  the  optimum  al'ernative 
based  on  a  plan's  ability  to  be  implemented  and  achieve  the 
01  gam  zational  goals.  Oncu.-  selected,  the  strategy  will 
c.ictate  a  structure  arc.'  mission  for  the  organization's 


Besides  selection,  the  implementation  phase 


focuses  on  control  act:vitie.o,  where  control  encompasses 


the  -Jes.  cf  directing  a  variable,  or  set  of  variables  to 
-eulize  a  goal....ar;y  control  systemi  has  three 
c  cn.p  oner.ts  linked  by  communications,  these  include  a 
^e;.scr....  selector....  and  effector  (Anthony ,  Dearden , 
and  Eea f ord , 1 9c  ;  ,  y  .  7). 


Their  function  is  similar  to  a  thermostat. 

(1)  the  thermostat  has  a  thermometer  (sensor)  that 
measures  the  current  temperature  in  the  room;  (2)  the 
thermostat  compares  this  measurement  with  a  preset 
standard  of  the  desired  temperature  (selector);  and  (3) 
if  the  current  temperature  is  below  the  preset  standard, 
the  therrriostat  signals  the  furnace  to  turn  on  and  send 
heat  to  the  room,  and  when  the  temperature  reaches  the 
preset  standard,  the  thermostat  signals  the  furnace  to 
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(Anthony ,Dearden 


and 


shut 

Beat ord 


critical 


off  ( effector  )  . 

,1389,p.  8) 

The  strategy  identifies  key  elements  -  factors 
to  its  success.  Control  activities  monitor  these 


factors  and  trigger  responses  to  achieve  the  organizational 
goals.  The  strategist's  role  in  formulating  alternatives 
includes  development  of  control  activities.  Alternatives 
vary  in  the  degree  that  they  fit  the  situation,  meet  the 
organization’s  goals,  and  are  capable  of  controlled 
irrp:  ementation . 

The  need  for  external  controls  decreases 

i  L cj o: 1 1 cnat e 1 y  with  the  increase  in  members'  devotion  to 

thr,  organization's  goals.  Andrews  emphasizes  this  place  of 

\-al'.:es  in  con*,  rol  systems,  saying: 

A  syste-  of  '•cntrcls  must  be  S'uppl  emented  by  a  selective 
sysie;.  of  executive  recruitment  and  training.  Nc  system 
ccr.',  :  1,  no  jrcg..:.m  of  rewards  ar.d  penalties,  no 

^Uccec-Ures  cf  measuring  ana  evaluating  performance  can 
z c. tlitr  p-ace  of  t  ne  mdivrciua*  whc  lias  a  cleai  idea  of 
right  ar.d  wrong,  a  consistent  policy  for  himself... 
(Andrews,  1980, p.  216) 

Ste..ner  again  emphasizes  the  importance  of 


impl  en.entat  1  on  saying: 

A  final  step  in  implementation  concerns  the  control  of 
individual  behavior  to  insure  the  achievement  of 
the . . . pi ans . . . . I t  is  only  when  activities  of  individuals 
are  directed  toward  the  achievement  of  enterprise  aims, 
guided  partly  through  these  techniques,  that  strategies 
are  really  implemented.  This  involves  the  entire 
process  of  management.  ( Steiner , 1 97 9 , p .  265) 
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d .  Adaptation  and  Flexibility 

The  initial  strategy  system  concludes  in  success 
or  failure.  In  an  ongoing  system,  failure  prompts  adaptive 
change.  The  decision  maker  starts  a  new  formulation  phase, 
his  judgment  evolving  with  the  experience  gained  in  losing 
efforts.  Steiner  cautions  against  any  end  for  this  process, 
saying : 


it  should  ...  be  conceived  as  a  continuous  process, 
especially  with  respect  to  strategy  formulation,  because 
changes  in  the  business,  environment  are  continuous. 


w  h  r 


er.v-  1 


1 9  j'  • 

V  a  *  U  d 


This  introduces  the  need  for  flexibility  in  the 
Ah..lit.y  t  -  arcomriodate  change  is  a  consideration 
ring  aliernai  :.ve  strategies.  In  a  more  dynamic 
.  f  1  e;-.- 1 .  1  _  t  j  is  a  primary  concern  in  se.ecting  a 


The  discussicn  to  this  point,  provides  a  basis, 
definition,  and  model  for  practicing  strategy.  However, 
som.fc  cf  the  decisions  are  more  critical  than  others  to  the 
outcome  of  the  competition.  These  critical  questions 
directly  relate  to  the  profitability  of  the  business  firm. 
The  next  section  identifies  the  forces  that  will  determine 
the  profitability  and  survivability  of  a  business  firm. 
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Critical  Issues 


According  to  Porter,  the  businessman  must 
operate  within  an  industry  defined  by  five  competitive 
forces : "entry ,  threat  of  substitution,  bargaining  power  of 
buyers,  bargaining  power  of  suppliers,  and  rivalry  among 
current  competitors  (Porter ,1985, p.  6)."  Porter’s  model 
explaining  these  forces  is  shown  in  Figure  2.  This  model  of 
competitive  forces  will  be  applied  to  the  Coast  Guard 
Reserve  in  Chapter  III. 


Hurrirrs 


Ui%alry  Deicrminiius 


r.conomics  of  Sc;»lc 

prodncl  differences 


Industry  grout)) 

Fixed  (or  storage)  c«>sts/ value  added 

Inter miilcni  ovcrc.ipucity 

Product  ddfcrcnccs 

Brand  identity 

Swiicliing  costs 

C'onccittialioo  anil  ImI.iucc 

Ini  or  mat  tonal  complexity 

Diversity  of  compviuors 

Corporate  stal^cs 

Fxil  barriers 


Bargaining  Poucr 
of  Buvcis 


Buyers 


Determinants  of  Buyer  Poucr 


()if(cicntialu)n  of  inpui" 

Swiicinog  costs  of  siipplicis  and  firms  m  tlic  mdustiy 
Presence  of  substitute  inpniN 
Supplier  concentration 
Impoitancc  ol  \oIunic  to  supplier 
Cost  rclatise  to  total  puiehases  in  the  indusliy 
Imp.ici  of  mpiils  on  w'osi  oi  diHercnli.itinii 
I  hreat  of  (oiward  nUcgiatioii  lelatisc  to  threat  nf 
backward  inicgiaiion  by 
firms  in  the  indusii y 


I  hrc.ii  of 
Substitutes 


SubMiuitcs 


UeUTiiiinanU  of 
SiiliNtilution  1  hreat 


Relative  price  performance 
of  substitutes 
Switching  coMs 
Buyer  propensity  to 
suhsiifutc 


Bargaining  Leverage 
Buyer  conccniralion 
versus  firm  concentration 
Buyer  volume 
Buyer  sw  itching  costs 
relative  to  firm 
switching  costs 
Buyer  information 
Ability  to  backward 
integrate 

Substitute  products 
Pull-through 


Price  Scnsitivjtv 
Price/ tola)  purchases 
Proiluct  differences 
Brand  identity 
Impact  on  quality,' 
performance 
Buyer  profits 
Decision  makers' 
incentives 


Figure  2  (Porter , 1980 , p .  6) 
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In  the  strategy  system,  the  information  to 
initiate  the  formulation  phase  focuses  on  identifying  these 
industrial  attributes  as  they  pertain  to  the  company  and  its 
competitors.  The  company  then  calculates  the  futurity  of 
this  information  and  develops  alternatives,  as  previously 
described  on  page  10.  Porter  fits  business  strategy  into 
one  of  three  generic  categories:  "overall  cost  leadership, 
differentiation,  or  focus  (Porter , 1980 ,p .  35)."  His  model 
of  the  risk  in  these  strategies  is  shown  in  Figure  3. 
Control  mechanisms  target  the  significant  risks  of  the 
particular  strategy. 


RISKS  OF  COST  RISKS  OF 

LEADFRSllll’  DIFFILRENTIATIOK  RISKS  OF  FOCUS 

Colt  leadership  is  not  sus-  DiTcrcniiatioii  is  not  sus-  The  focus  strategy  is  inii- 
(, lined  tained  latcd 

•  competitors  imitate  •  competitors  imitate  igrgjt  segment  be- 

•  technology  changes  •  bases  for  diircrenlia-  comes  structurally  unal- 

•  other  bases  for  cost  tion  become  less  im-  tractive 

leadership  erode  port.mt  to  buyers  *  structure  erodes 

•  demand  disappears 

Proximity  in  dilTcrcntia-  Cost  proximity  is  lost  Broadly-targeted  competi¬ 
tion  is  lost  tors  overwhelm  the  seg¬ 

ment 

•  the  segment’s  differ¬ 
ences  from  other  seg¬ 
ments  narrow 

•  the  advantages  of  a 
broad  line  increase 

Cost  focusers  achieve  even  Differentiation  focusers  New  focusers  sub-segment 

lower  cost  in  segments  achieve  even  greater  dif-  the  industry 

fcrentiation  in  segments 


Figure  3  ( Port er , 1 980 , p .  21) 
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Porter’s  model  upgrades  the  simple  economic 
model  of  supply  and  demand,  which  states  that  a  market  will 
establish  an  equilibrium  price  at  the  intersection  of  the 
supply  and  demand  curve.  This  equilibrium  price  will 
continue  unless  some  force  shifts  the  supply  or  demand 
curve.  In  general  product  markets,  the  demand  curve  shifts 
due  to  a  change  in  consumers'  income,  the  price  of 
substitute  items,  or  the  price  of  complementary  items.  The 
supi-ly  curve  shifts  due  to  a  change  in  technology  or  price 
changes  in  the  factors  of  production .  These  curve  shifting 
fac-'.ns  correspond  directly  to  the  factors  Porter  includes 

In  this  context,  businers  strstccy  becomes  a 
meri.o.i  to  obtain  a  comiParative  advantage  or  monopsony  in  a 
marker  for  the  facrcri;  of  production  or  monopoly  in  the 
finished  goods  market.  It  requires  a  tl.ciough  knowledge  of 
the  company's  internal  strengths  and  weaknesses  and  the 
external  competitive  environment.  In  a  limdted  view,  the 
sr retegy  process  in  business  focuses  on  three  processes 
which  seek  to  obtain,  develop,  and  exploit  a  comparative 
advantage : 

-  obtaining  m.anpower,  capital  and  technology  (resources), 

-  combining  themi  in  an  organization,  using  budgets  and 
other  operational  plans  (transforming),  and 

-  miarketing  and  distributing  finished  goods  and  services 
to  consumers  (output). 
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Porter’s  model  shows  that  a  main  goal  of  the 
strategy  process  is  to  reduce  the  potential  for  external 
forces  to  shift  the  demand  and  supply  curves.  Competition 
could  not  displace  a  firm  with  a  comparative  advantage  in 
providing  a  particular  good  or  service.  Business  firms  gain 


and  hold  competitive  advantage  by  becoming  the  most 
efficient  producer  of  a  good  or  service,  and  focusing  that 
product  to  the  needs  a  particular  market.  Ansoff's  model 
characterizes  this  market  focus  in  his  model  of  the  types  of 
strategic  thrust  shown  in  Figure  4.  These  thrusts  show 
potential  directions  for  an  organization;  they  will  be 
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The  niche  question  focuses  strategy  on 
positioning  an  organization  in  its  environment  to  achieve 
•dominance.  A  dominant  position  results  from  compaiative 
advantage.  So,  while  the  environment  changes  between 
military,  commercial  and  public  sector  activities  -  the 
purpose  of  strategy,  to  achieve  dominance,  remains  the  same. 
This  dominance  leads  to  survival  and  accomplishment  of 
additional  organizational  goals. 

The  fundamental  processes  of  obtaining  and 
transforming  resources  into  output  are  also  the  same  in 
m.ilitaiy  and  commercial  activities.  Bcsicts  viewing 

alternatives  th?:  p-sit_on  the  organization  in  a  desired 
t.hv  .strategist  rr.us'’.  consider  the  i  1  e;-;i  h.  1  :  t  in  this 
new  position.  A.-,  the  environment  changes,  and  new  strategy 
evolves  to  meet  these  changes,  the  organisation  rriay  need  to 
see,’,  a  new  n_c.'.-  . 

Following  strategy  selection,  con.trol  activities 
■..■.ire;-.,  imp  1  en-,entat  i  on .  These  control  activities  will  vary 
depending  on  the  strategy.  Steiner  notes  that; 

No  company  ever  made  a  nickel  of  profit  by  making  plans; 
profit  flows  from  the  implementation  of  plans.  The  aim 
of  strategic  pi anning . . . is  to  formulate  superior 
strategies  and  to  implement  themi  effectively. 
(Steiner ,1979, p .  215) 

The  budget  is  a  key  mechanism  for  ensuring  that 
profits  occur  with  the  implementation  of  a  strategy.  But 
profits  result  from  sales  to  markets  external  to  the  firm. 
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Tne  budget,  can  only  hope  to  target  costs  within  the  firrr,. 
By  controlling  costs  -  developing  the  product  at  a  certain 
efficiency,  the  product  can  be  competitively  priced  in  the 
external  market.  This  pricing  advantage  leads  to  sales  and 
profits.  The  next  section  further  describes  the  role  of  the 
budget  . 


D.  BUDGETS 

As  an  exarr.rle,  i:,  t}.-.-  rest  leadership  strategy,  a  budget 
termr  the  basir  fer  a  control  system..  It  provides  an 

rpi  . r  1 plu:r  ;  ccribir.^  assets  and  delive;  a  product.  The 
c ompa.i.  use.  th-  budget  tc  target  '  cw  cost^  in  the 
j  1  ccurr  r  .  buerget.  ,  a  r  om'.par.  i  ec  t  ^  suf  ii  cier.t  vr.  ur.,e  in  the 
sa!  e^  budgei  .  I:  these  largets  cire  achieved,  the  strategy 
•.-nil  si.::ceed.  Thi..  :-r..ccp:.  .:.T-et.7  ^ne  definition  of  budgets 
c  f  f  er  e i  by  Ste.ne i  : 


5'.,.dgets  ai  s  integratin'^  methods  to  translate  strategic 
1  Ian::  into  current  actions.  They  are  guides  ro  action. 
T'-'-y  le.  standards  for  coordinated  actio;-.,  and  they 
proviir  a  basis  for  controlling  performance  to  see  that 
it  in  oci.r .  rrriance  with  plamr.  {Steiner,  197''., p.  215) 


This  definition  parallels  the  use  of  budgets  in 

government  organizations.  Wildavsky  cites  multiple 

definitions  for  budget  including; 

links  between  financial  resources  and  human  behavior  in 
order  to  accomplish  policy  ob jectives ....  concerned  with 
translating  financial  resources  into  humian  purposes ....  a 
senes  of  goals  with  price  tags  at tached .  .  ,  .  a  mechanism 
for  making  choices  among  alternative  expenditures.  When 
tho  choices  are  related  to  one  another  so  as  to  achieve 
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desired  goals,  a  budget  may  be  called  coordinated. 
Should  it  include  a  detailed  specification  of  how 
objectives  are  to  be  achieved,  a  budget  may  also  serve  » 
as  a  plan  of  work  for  those  who  assume  the  task  of 
implementation.  If  emphasis  is  placed  on  achieving  the 
mtost  policy  returns  for  a  given  sumi  of  money,  or  on 
obtaining  the  desired  objectives  at  the  lowest  cost,  a 
budget  may  become  an  instrument  for  efficiency. 
(Wildavsky,1988,  p.  2) 

As  the  company  implements  its  strategy,  it  operates  the 


control  activities  and  monitors  activity 
Should  the  environment  change,  or  the 
fai',  t;.!:-  strategist  should  implement 
designated  alternative,  or  develop  a  new 


of  its  competitors, 
control  activities 
another  previously 
strategy . 


I'usi.'.essts  need  some  predetermined  measure  to  evaluate 


the  success  c:  the  strategy,  in  essence,  a  control  miechanism 
;  trigge.  «  new  f  orr.cul  a  t  i  on  phase..  Successful  business 
s  1 1' a ..  e y  _■  cepenus  on  comparative  acvantag^  in  three  miain 
T:;cessf-s  previously  enumerated: 

-  acquiri:.g  needed  resources, 

-  lansf  orming  then;  intc-  goods  or  services,  and 

-  successfully  delivering  them  to  the  consurriei 

Ideally,  t.  lie  control  systenis  rr;onitor  these  critical  factors 
and  predict  the  demdse  of  the  strategy  with  adequate  nocrce 
to  allow  preventive  or  alternative  action.  Dissecting  the 
budget  into  smaller  time  frames  provides  a  control  system 
which  can  signal  smaller  problems  in  daily  or  weekly  cycles. 

There  must  be  someone  at  the  core  of  the  strategy 
process  to  identify  and  make  the  critical  decisions.  The 
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i.ey.t  section  describes  the  role  of  that  decision  maker,  or 
strategist . 


E.  THE  STRATEGIST 

These  models  and  concepts  simplify  the  complexities  that 
the  strategist  considers.  He  views  both  the  organization's 
current  situation  and  the  potential  to  assume  more 
advantageous  positions,  such  a  focus  is  the  very  core  of 
sirai-:ry  a:-.-'  management..  Drucker  pronounces  this  as  th-. 
first  task  of  tor  ruanagement ,  saying: 


■f  tht:  business  ,  tl 
c^::  business  and 


that  IS,  of  asking  the  ques' 
:d  what  should  it  be  ?" 


c..r  ousiness  anc  what  shoulci  it  be  r  7 
tiie  setting  of  objectives,  the  development 
1  and  plans,  and  the  making  of  toca 


eni lie 


-1  anu  p.ans,  and  tne  making  of  toci 
for  tomorrow’s  results.  This  cleai-g  ca: 
by  OS  organ  of  the  business  that  oar.  set’ 
isines.:.  .  that  car.  make  decisions  that  affect 
usintsr;  tha'.  can  balance  objectives  and 
roday  againsr  the  needs  of  torr.orrcw;  and  1 
:ate  resources  of  men  and  money  to  kej  resu! 


Tb--  sl.ategisr  needs  a  thorough  knowledge  of  his  own 
c L g anr 1  a : r :n  (especially  strengths  and  weaknesses^  to 
perform  the  functioiiS  listed  by  Drucker.  More  importantly, 
he  requires  perspective  on  the  external  environment  to 
identify  threats  and  opportunities  and  to  select  the  proper 
niche.  Finally,  he  needs  the  authority  to  cause  execution 
of  the  strategy.  These  requirements  for  knowledge  and 
vision  lim.it  the  strategy  function  to  top  management.  Thus, 
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creating  a  niche  is  rrierely  combining  (or  developing)  the 
organization's  abilities  with  the  opportunity  where  they  can 
best  succeed. 

Besides  vision,  requirements  for  authority  also  place 
the  strategy  function  in  top  management.  Once  the 
strategist  selects  the  niche,  he  must  have  the  authority  to 
direct  the  organization  towards  that  niche.  Ke  accomplishes 
this  directing  with  control  systems,  including  the  budget. 

The  knowledge,  vision,  authority  and  control  components 
fro:;,  hcsiness  strategy  overlap  extensively  v;ith  applications 
in  th^r  military.  With  frequent  exchange  of  leaders  between 
the  two  systeiTis,  such  overlap  is  not  surprising.  The  next 
section  corrparer  th-.-  business  and  military  concept  of 
s  1  r  a  t  T  g  1  -  1  o.  e  1;  *,  1  f  y  s  i  mi ,  u  r  1 1 1  e ..  . 

F.  MILITARY  STRATEGY 

The-  use  of  fc.;;e  sepaiat'-s  m.ilitary  fieri,  corporate 
siratecy,  yei  many  of  t’n-i  processes  and  decisions  parallel 
the  bosiriess  concept.  Corrunon  def  i.oiti  ons  of  miilitary 
strategy  emphasize  the  unique  use  of  power.  Liddell  Hart 
defines  military  strategy  as  "the  art  of  distributing  and 
applying  military  means  to  fulfill  the  ends  of  policy. 
(Liddell  Har t , 1 968 , p .  335)"  This  mirrors  Clausewitz,  who 

said  "war  is  nothing  but  the  continuation  of  policy  with 
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The  U.S.  Joint  Chiefs 


ether  means  ( Cl  ause'wi  t  s  ,  1 97  6  ,  p  .  69)." 

cf  Staff  defines  military  strategy  as; 

The  art  and  science  of  employing  the  armed  forces  of  a 
nation  to  secure  the  objectives  of  national  policy  by 
the  application  of  force,  or  the  threat  of  force, 
(Lykke,lSS3,p.  3) 

Even  though  use  of  force  dominates  this  idea,  many  of 
the  techniques  employed  coincide  with  the  business  model. 
Opposing  forces  seek  to  develop  and  exploit  some  comparative 
advantage.  In  rr.il  itary  settings,  comparative  advantage  can 
^  ^  z. , .  ^  «  c .  m  a  -  m  o  o  u  i  c  e  s. ,  i  n  c  *  u  o  i  n  c  s  u  r  p  r  i  s  e  ,  iti  c  r  a .  e  , 

:-i:..in.,  r  r  chnol  egy ,  force  size  or  geography.  Easiness 

nl5'v  seek  to  ga.n  these  types  cf  advantages  *n  their 

EuS'ines.^  and  1 — e  r  .  r  t  a;  y  cepenc  on  tne  sane  tecr.nicues 
1 1  r.i  1  errient  strategy.  As  Adc.ira:  Watkins  said  i.r  his 

d-;  s  .  :.^'t- ..n  cl  th-  Ih. .  -  i  rCv  Strategy:  "Ccrn.a..  '  ,  control, 

cc:v:n  ..nr  1- ;n:  ,  and  intelligence  combine  t.  ferr  the  glue 

*r**--*'^'  .i.  w  cOC€rv.**tr-.,.  . 

p.  I',  The  ’.r.il.tary  en.p basis  c..  tht-  functions  cf  Command, 
Contrc-l,  Comrmuni  cat  i  o.,  ,  and  Intelligence  (C3I)  fits  the 

f  orrr.ul  ation  and  implementation  phases  ascribed  to  the 
strategic  process  in  business. 

1,  Formulation  Phase 

The  intelligence  activity  gathers  information  on  the 
opponent's  strengths  and  weaknesses  to  initiate  the 
formulation  phase.  ComiTiand  activities  calculate  the 
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fu-.ui'ity  of  present  decisions  and  develop  alternatives. 
Communication  forms  the  links  between  all  activities, 
transmitting  information  to  and  decisions  from  the  command 
level  . 

2.  Implementation  Phase 

The  commander  selects  the  best  strategy  and  issues 
directives  to  combine  forces  and  execute  tactics.  (This 
parallels  the  budget  in  the  business  organization).  In  a 
.i.:'ita:y  scenar;  ,  the  ccr.rr.ander  plans  a  series  cf  battlcc., 
;  carr.pa:gn,  which  will  acquirer  th^-  ultiir.ate  cijeciive.  In 
each  ci  these  battle;:,  he  selects  conditio...  wr.i-ie  the 
comparative  advantage  will  yield  victory.  Through 


0 onunun i  'j a  t  -  on  , 

the  commander 

t  r  ansrrii  t  s 

tnt-  i'-ai.  5rici 

receives-  state.: 

reports  on  its 

execut 1  on . 

r*  -j  a  1 1'X  / 

,ey  facto:  s  nnur 

‘  b'  e  t  a  r  g  e  t  e  'i 

’ ,  i  or  exampl e , 

ccntrcl  ci  certain  areas  by  certain  times.  I:  these 
ol  ject:  vt.-;.  :  .  ncv  r..e*,  ,  the  commande-  m.ust  conduct  control 

a.  t:v:ties  -  commitment  of  additional  forces.  Corrimand  must 
:r.c....tc:'  the  e:;vironment  for  changes  or  failures  in  the 
strategy;  when  these  occur,  command  executes  a  preconceived 
alternative  or  reformulates  the  strategy. 

3.  Conclusion 

Tlie  military  model  closely  parallels  the  business 

model  cf  strategy.  As  Andrews  observed: 

Deciding  what  an  organization  should  do  and  getting  it 
done  are  the  universal  functions  of  an  organization 
leader,  in  business  or  out  ( Andrews , 1980 , p .  xiv). 
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Th-^  -  irui '  ar t;  e.‘.  sten.  froir;  the  common  forces  in  the 
respective  environments  listed  on  page  6,  Each  organization 
also  must  formulate  and  implement  a  strategy  using  a  system 
similar  to  that  developed  by  Andrews.  The  strategist 
evaluates  the  environment,  just  as  Porter  depicts  the 
businessman  analyzing  industry  conditions  seeking 
c  orr.parati  ve  advantage.  Cnee  this  advantage  is  identified, 
leaders  ir  either  organization  decide  on  strategic  thrusts, 
shewn  Ansoff's  .ode:. 

T e  n  u  c  g  e  s  plays,  a  c  r  r  1 1  c  a  -  r  o  i  e  in  these  p  r  o  c  e  s  s  e  s 


G.  EVALUATING  STRATEGY 

The  pieces.^,  for  evaluating  strategy  also  confirms  the 

consistency  between  business  and  military  theories.  To 

evaluate  a  prospective  business  strategy  before  execution, 

Humelt  proposes  the  following  criteria: 

Cons  i  s  t  e.ncy :  The  strategy  must  not  present  mutually 
inconsistent  goals  and  policies. 
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Consonance:  The  strategy  must  represent  an  adaptive 

response  to  the  external  environment  and  to  the  critical 
changes  occurring  within  it 

Advantage:  The  strategy  must  provide  for  the  creation 
and/or  maintenance  of  competitive  advantage  in  the 
selected  area  of  activity 

Feasibility:  The  strategy  must  neither  overtax  available 
resources  nor  create  unsolvable  subproblems.  (Quinn  and 
others , 1 988 , p .  51) 

Although  these  precepts  address  business,  they  are 
equally  valid  for  military  applications  and  mirror  the  model 
and  ideas  previously  presented.  The  importance  here  is  not 
to  define  a  universal  concept  of  strategy,  but  to  develop  a 
pal'. -cuiar  t.heoretical  model  and  to  test,  it  hi'  applying  it 
to  the  Coast  Guard  Reserve.  This  provides  a  prototype  which 
t:  organl  sat  1  cn  may  alter  to  produce  a  mci  e  appropriate 

model.  An  eventual  model  will  assist  the  organization  in 
.  a  1  ^  i  c  1  ng  stiategj.  As  ErysQ^,  ncted.  the  first  step  in 
SI  ic'.ei-y  is:  "Initiating  and  agreeing  on  a  strategic 
plj.......ng  piocess.  ( Bryson ,  1 988  ,  p.  69)" 

Only  t'ne  strateg:.st  can  designate  the  appropriate  model. 
iSs..tio;.  and  experience  provides  the  best  perspective  to 
select  the  model.  Kis  authority  is  necessary  to  implement 
the  strategy.  His  decision  on  model  selection  is  subject  to 
ultimate  controls  as  explained  in  the  next  section. 


H.  ULTIMATE  CONTROLS 

One  major  difference  between  military  and  business  is 
the  nature  of  their  ultimate  control  systerii.  A  business 


26 


reasor.  tz-.  prac:.^cins 


seeks  profit  and  tlie  military  seeks  to  create  peace,  or  in 
the  event  cf  war,  according  to  Liddell  Hart,  "a  better  state 
of  peace,  even  if  only  from  your  own  point  of  view  (Lidell 
Hart,196o,p.  366)."  Without  profit,  a  business  cannot 
survive.  To  achieve  peace,  military  organizations  need  the 
willingness  and  ability  to  project  force.  So,  although  the 
mechanism  is  different,  each  organization  has  an  ultimate 
control  system,  that  supercedes  the  immediate  process  and 
•  "en'-  r- '  ’  1  indicates  ths  success  of  the  strategy.  These 

......  ..  V  •  ^  •  *- 

t  y  :  on.,:  ■■ ..  ■a  '  c;  the  organization,  which  enables 

further  a  cconp  1  ishm.er.*:  if  .rganizational  goals. 

Thi..  m.-ii-'T.  ccnti'cl  mechanism:  is  much  less  apparent  in 
c  jve  in:-!, organizations.  ?.  government  activity  Cei-endz  on 
'.  -  ecc.is:;.^'  of  comtm-.ei  ci  a  1  activities  which  piovide  a 

ts  activities.  At  s  ome 
governmenr  will  restrict  the 
riosr^riity  of  business.  This  in  turn,  dim.nishes  the  tax 
.even.;-!  that  fuel  government's  activities.  Then  government 
must  refcrmsulate  its  strategy,  (just  as  military  and 
business  organizations)  in  order  to  survive  wbien  its 
ultimiate  control  mechanism,  tax  revenue,  is  triggered. 
Drucker  supports  this  contention,  saying: 


^  a  .h  ijc^  ^ 


t  t'  «.  r  .4 


f inance 


There  are  liir.its  to  what  government  can  actually  raise. 
There  are  even  narrower  limits  to  what  government  can 
raise  without  damaging  the  econom.y  seriously  or 
uncei.''.-.iing  the  cohesion  of  the  body  pol  itic ...  .Above 
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it,  increased  government  revenue  will  not  stimulate  the 
eccnoniv.  It  will  either  depress  it  and  create  what 
now  call  "stagflation,"  or  it  will  create  mounting 
inflationary  pressures ....  Raising  the  share  that 
overnment  takes  of  the  country's  incom.e  above  this 
hreshcld  does  not  even  produce  increased  revenue, 
evenue  may  actually  go  down.  (Drucker , 1989 ,  p.  73) 

r.'c  strategist,  regardless  of  his  environment,  can  ignore 

ultimate  control  system.  Losses  in  business,  casualties 

warfare,  and  tax  revenues  in  government  become  the 

ticc.1  constraint  c.n  a  strategy's  success  in  the 

£e:'t.ve  environment.  The  challenge  cf  strategy  becom.es 

abil-V^'  tf.  cons  tar.-.  1 relate  ends  and  the_r  mean^  .  As 


yorr  means.  I.n  determining  your 
s  1  c  r.  t  an  c.  c  o  c .  c  a  i  c  u  *  a  1 1  c n  s  n o  u  i  c 
-  V  -  -  ^ ^ ^  ^  T  c  »  ♦  . . . u  i.  I'  ;  ^ .  u ..  j  c  cx r* 

..nnrno  cf  military  wisdom  is  a  sense 

■  .  V  U.  .  .  *.  c:  *  V.  /  a.  -f  c»  ,  ^  C-  i 


Tn-.4  ,  th~  stra^egiat  needs  a  method  tc  relate  resource 
c;.r  1  ^  v.ih  ac  oo.ul  ish:..-^..:.  cf  cby-.  it  i  vei  .  llithout  such 

a  gaur-r,  the  straiecy  risks  fa-lure  through  attrition. 
E udc  T  ■*  r  _  _  .  *  n  _  —  n  e  et. ,  i  _  Tik -  ng  o r c an  i  s  a  1 1  c n  a  _  g  o a  i  s  ar;a 


I.  CHAPTER  CONCLUSION 

This  chapter  presented  strategy  as  a  system  concerned 
with  critical  decisions  on  purpose  and  the  future,  in 
response  to  competitive  conditions.  Strategy  involves  a 
com.pl  ex  process  of  f  orm.ul  ation  and  implementation.  This 


i'l'ocess  develops  and  uses  a  comparative  advantage 
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.-.1.  CJ.  u  a  w  c  t  -  k.  * .  .  \  t  5.  «  u  Cl  _ _ O . .  / 

control  mt  cns.-^srr, ,  isr  irr.arir.g  and 
cost  .  Whether  in  business  01 
obtains  and  transforiss  resources 
■tput .  In  this  way,  the  processes 
rategy  are  similar;  however,  each 
control  system,  related  to  the 
tion.  Here  again  the  budget 
cost,  progress  towards  goals,  and 
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survival.  The  strategy  cau  be  evaluated  on  the  basis  of 
consonance,  consistency,  feasibility,  and  advantage. 

The  ne.xt  chapte..  will  use  these  ideas  on  budgets  and 
strategy  as  criteria  for  analysis  of  the  Coast  Guard 
Reserve. 
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III.  STRATEGY  AND  THE  COAST  GUARD  RESERVE 


A.  CHAPTER  INTRODUCTION 

This  chapter  describes  the  strategy  of  the  Coast  Guard 
Reserve  using  the  strategy  model  developed  in  the  previous 
chapter.  Because  no  explicit  strategic  plan  exists  for  the 
Coast  Guard  Reserve,  other  documents  such  as  the  program 
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a  1 1 er nar i ves  and  their  futurity  are  examined.  Finally,  a 
leviei'  cf  control  syscem..  ,  including  the  budget,  illustrates 
the  implementation  cf  the  strategy, 

Note  that  the  mesh  of  management  activities  intertwines 
each  cf  the  following  sections.  Because  of  this  mesh,  the 
starting  point  is  less  important  to  strategy  than  relating 
the  decision."!  on  "what  to  do"  and  "how  to  do  it."  This 
chapter  seeks  to  reconstruct  the  answers  to  those  questions 
from  the  perspective  of  the  Coast  Guard  Reserve. 
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B.  COMPETITORS 


Addressing  competition  and  comparative  advantage 

requires  identification  of  the  opponent.  However, 

government  agencies  are  different  as  Stegletz  contends: 

Government  enterprises  differ  from  private  enterprises 
in  two  important  ways:  they  do  not  have  to  worry  about 
bankruptcy,  and  they  usually  do  no  have  to  worry  about 
competition.  ( Stegl etz , 1988 ,  p.  199) 

Porter's  model  provides  a  convenient  framework  to 
question  Stegleti. 's  contention,  by  identifying  the 
suppliers,  new  entrants,  buyers,  substitutes,  and  intensity 


V  a  - 


-  Suppliers  inilude  t axpayers/Congr ess  (fundinc'  and  labor 
rria i ke t  ( manpower  )  . 

-  Nev;  entrants  are  generally  restricted  by  the  legal 
mandate  frovr,  Congress  to  per  fern,  specific  missions. 

-  Buyers  generally  do  not  e:-:ist,  since  services  are 
provided  as  public  goods,  free  of  charge.  However, 
consunier of  the  services  do  exert  political  pressure  on 
C-ingress  to  provide  funding  to  the  Reserve. 

-  Subs'‘.tutes  are  generally  restricted  also  by  the  legal 
entry  barrier  provided  by  the  Congressional  mandate. 

-  The  intensity  of  rivalry  will  be  exarriined  below. 


The  Coast  Guard  Reserve  faces  political,  economic  and 
military  competitors.  By  definition,  competition  requires 
an  adversary,  and  any  advantage  is  relative,  applying  only 
to  a  specific  opponent.  The  output  of  government  agencies 
is  generally  protected  from  competition  by  a  legal  mandate 
which  designates  them  as  the  sole  provider  of  a  particular 
service.  In  this  sense,  the  Coast  Guard  Reserve  confronts 
no  compet i t i on  . 
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As  a  U.S.  military  force,  the  Coast  Guard  exists  to 
couTiter  external  threats  of  force  in  the  international 
arena.  Its  wartime  strategy  must  identify  likely 
competitors  and  develop  plans  to  dominate  potential  sites  of 
conflict.  Such  a  military  focus  is  not  the  primary  aim  of 
this  thesis.  However  this  military  purpose  must  be 
considered,  as  it  provides  an  ultimate  focus  for  the 
organization's  resources. 

K-t:.:.:'-  government,  agencies  face  political  competition 
r;.  Cor.c  i  ess  i  ona  1  arena  for  funding.  The  size  of  the 
iLrc-.  funced  by  Congress  can  become  a  comparative  advantage 
against  the  wartime  adversary.  The  comprehensive  strategy 
■.'..urt  lecognrre  this  competition  for  Congressional  funding, 
even  thcugh  there  may  net  be  a  specific  competitor  offering 
the  samitr  services  a£  the  Coast  Guard  .Aeserve. 

The  Coast  Guard  faces  economic  competitors  as  it 
lecrurt.s  mianpower  to  perform  the  organization’s  missions. 
This  competition  differs  little  between  the  public  and 
private  sector.  Within  the  military,  other  services  can 
become  competitors  for  entry-level  youths. 

Thus,  the  Coast  Guard  Reserve  faces  multiple 
competitors.  Strategy  hopes  to  relate  a  means  to  dominate 
these  competitors,  who  change  with  the  focus.  As  shown  in 
the  model,  an  organization  prevails  by  exploiting  some 
comparative  advantage  in  either  obtaining  resources, 
transforming  them,  into  products,  or  delivering  the  eventual 
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output  of  the  oi gani zat i on . 


The  political  and  econorr.ic 


competition  occur  in  obtaining  resources;  the  military 
competition  occurs  in  delivering  the  eventual  output. 


C.  COMPARATIVE  ADVANTAGE 

The  main  advantage  that  a  government  agency  holds  over 
any  possible  output  competitor  is  the  barrier  to  entry 
represented  by  the  legal  mandate  to  perform  the  mission.  A 
cost  leadership  strategy  can  erect  a  further  barrier  to 
entr:  .  In  the  current  governrrient  climate  of  restrictive 
iinancir.c,  cost  leadership  is  an  excellent  supporting 


This  app-.oach  particularly  suits  expansion  of  an  agency 
into  related  cr  multiple  missions,  which  build  on  existing 
duties.  If  little  marginal  cost  is  incurred  to  accomplish 
t  h  e  n  e  V.  t  a  s  y.  i  r.  ,  f  i  xed  expenses  are  spread  over  a  wider 
range  of  activity,  further  decreasing  unit  costs.  Such  a 
scenaric  serves  as  a  possible  explanation  for  the  inception 
of  the  Maritime  Defense  Zone. 

The  Navy  faced  increasing  global  responsibilities  and 
saw  the  Coast  Guard  as  the  relatively  low  cost  provider  of 
needed  security  in  U.S.  coastal  zones.  Procurement  costs 
for  providing  the  Coast  Guard  with  upgraded  communications 
and  weapons  systems  were  minimal  compared  to  the  Navy’s  cost 
of  constructing  a  separate  capability. 
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The  Coae-t  Guard  Reserve  similarly  enjoys  this  type  of 
comparative  advantage  and  fills  needs  in  the  active  duty 
Coast  Guard.  The  Coast  Guard  has  increasing 

responsibilities  in  all  mission  areas.  In  certain  missions 
the  Reserve  is  the  low  cost  provider  of  manpower.  Those 
situations  occur,  where  Reserve  training  programs  can  meet 
the  skill  needs  at  a  cost  lower  than  an  active  duty 
resource . 

Sl ,  even  though  government  agencies  generally  lack  a 
rrofrt  mechanisn,,  the  Coast  Guard  Reserve  faces  competition 
at  n.a.'.y  levels.  Even  with  a  legal  mandate  to  re.rorm  the 
•T.rssron,  competirion  for  resources  occurs  in  the 

Coiigr  ess:,  cm.  1  arena  agarnst  other  agencies.  The  military 
cc.'.u.  eter  f.r  n.anpowe.  the  general  society.  As  an  armed 

fore--,  t:;c-  C.::a  Guard  prepares  for  competition  against 
int  err.c  1 1  c  lia  I  opponents.  Given  this  general  frarriewcrk  of 
omr  - V :  r. .  c ,  strategy  f  oiir.ul  ati  on  seeks  ti.>  develop 

alternatives  which  exploit  the  desired  comparative  advantage 
at  :.he  multiple  levels-  of  competition,  facing  various 
opponents  . 

D.  FORMULATION  PHASE 

The  formulation  phase  includes  defining  the 
organization's  goals,  assessing  the  environment,  and 
developing  and  evaluating  the  futurity  of  alternative 
strategies. 
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1.  Goals 


The  Coast  Guard  Reserve  defines  its  goals  as 

foil ows : 

The  purpose  of  the  Coast  Guard  Reserve  is  to  provide 
trained  units  and  qualified  persons  for  active  duty  in 
the  Coast  Guard  in  time  of  war  or  national  emergency. 
(U.S.  Coast  Guard , October  19, 1988, p.  2) 

The  organization  that  evolves  from  this  goal  will  depend  on 
the  amount  of  resources  obtained  and  the  transformation  of 
these  resource  to  provide  output.  The  financial  resources 
obtained  will  depend  on  political  decisions  in  Congress. 
Financial  resources  will  iiripact  the  econorr.ics  of  recruiting 
manpower.  Transformation  by  training  will  determine  the 
capability  of  the  force  to  perform  in  war  or  emergencies. 

Cong  r  ess  sets  the  broad  goal  for  the  Coast  Guard 
Reserve  in  authcri  zati  cr:  and  appropriation  bills. 
Internally,  the  Coast  Guard  Reserve  establishes  subordinate 
ycCil^  for  resource  competition,  transf  orrrdng  processes,  and 
capability  of  the  final  output.  Informatioii  in  the  budget 
and  other  control  systems  reveals  the  strategy's  emphasis  in 
these  subordinate  areas.  To  meet  the  overarching  goal, 
strategy  considers  the  environment  to  discover  ways  of 
gaining  or  exploiting  a  comparative  advantage.  Subordinate 
goals  may  be  established  relative  to  specific  threats  and 
competitors.  Strategy  attempts  to  relate  these  subordinate 
goals  to  accomplishment  of  the  overarching  goal. 
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2, 


Environment 


This  section  examines  environmental  conditions.  The 
environment  substantially  impacted  the  Coast  Guard, 
especially  the  Reserve's  two  primary  resources:  people  and 
money.  Economic  conditions  changed  competition  for  funding 
with  other  agencies  in  Congress.  Demographic  factors 
changed  competition  for  manpower.  The  demand  for 
Congressional  funding  is  increasing,  and  the  availability  of 
rranpower  for  the  Armed  Services  is  decreasing.  These 
e:.\ i  r  01. r.  1  conditions  affected  the  resources  obtained  by 
*he  Coast  Guard.  In  turn  these  resources  constrained  the 


The  label  force  is  changing  due  tc.  the  following 
d  emog  L  aph.i  c  trends: 

Tlie  i.oi'ulr;tion  Ic  to  2  4  years  peaked  in  1981  at  30.5 

i  1  1 1  c •  a  total  that  may  not  be  surpassed  for  at  least 
t:.'-  lie/.:  1 "  0  years.  This  "military-age"  group  will 

decline  by  around  7  million  through  199€  and  then 

gradually  increase  again  to  peak  at  around  27.7  million 
in  2010  (comparable  to  the  population  level  in  1S57).... 

Fror..  1972  through  1984,  the  population  of  IS-year- 
olds  exceeded  4  rtiiliior.  each  year,  peaking  at  4.5 

million  in  1980.  For  most  of  the  1990s,  the  19-year-old 
cohort  will  number  fewer  than  3.4  million,  about  three- 
quarters  the  size  of  the  1980  level.  In  the  year  2010, 
it  IS  projected  that  there  will  be  3.9  million  persons 
at  this  age,  historically  the  median  age  of  military 
recruits  .... 

The  U.S,  population  is  aging:  the  median  age 
nationwide  was  31.5  years  in  1985;  in  2010,  the  median 
age  is  expected  to  be  more  than  5  years  older,  as  the 
youngest  members  of  the  "baby  boom"  generation  (born 
between  1946  and  1964)  celebrate  their  46th  birthday. 

In  1985,  there  were  28.6  million  Americans  age  65  or 
older,  representing  just  under  12  perce.nt  of  the 
popul  at  r  o.'i .  In  2010,  the  number  of  persons  in  this  age 
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group  will  be  about  39.2  million,  constituting  close  to 
14  percent  of  the  total  popul at ion--with  those  8C  or 
older  numbering  almost  8  million  more  than  in  1985. 
(Eitelberg,1983,p.  7) 

The  Coast  Guard  strategy  competed  for 
Congressional  funding  to  meet  all  its  program  needs, 
including  expected  increases  in  recruiting  costs.  At  the 
same  time,  competition  for  Congressional  funding  increased 
from  other  agencies  in  the  Federal  government,  driven  in 
part  by  the  sam.e  demographic  trends.  The  aging  population 
requrre;  increasing  resources  in  entitlemient  areas  as  shown 
in  figure  5,  cn  the  following  page. 
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E4ililleinenl  Ptymenti  for  Individuals  as  a 
Percentage  of  Cross  National  Product,  Fiscal  Years  1965-86* 

12  I - 


1965  1970  1975  1980  1985 

Year  . 


*Soci<)/ ifcurilyand  niated  prcgramt  includes  old  age  and  survivors' insurance,  social 
security  disability  insurance,  and  railroad  tcliremenl.  Ftdtral  rmploytt  nlirtmtnl 
includes  military  and  Coast  Guard  retirement  pay,  civil  service  and  foreign  service 
retirement  and  disability,  and  compensation  paid  to  veterans  and  their  survivors  as  a 
result  of  service-related  deatlr  or  disability.  Public  atsitlanct  includes  supplemental 
security  income,  grants  to  the  states  for  aid  to  families  with  dependent  children,  food 
stamps,  the  earned  income  tax  credit,  and  veterans'  pensions.  Hiallh  includes  medicare 
hospital  insurance,  medicare  supplementary  medical  insurance,  and  grants  to  the  states 
for  medicaid.  Unentp/oymenr  includes  unemployment  compensation,  trade  adjustment 
assistance,  and  federal  employee  unemployment  benefits.  Other  includes  child  nutrition 
programs,  the  special  milli  program,  guaranteed  student  loans,  veterans'  readjustment  and 
education  benefits,  coal  miners' (black  lung)  disability  benefits,  special  workers' compen¬ 
sation  expenses.  Veterans'  Administration  burial  benefits,  and  the  national  service  and 
U.S.  government  life  insurance  fund  for  veterans. 

Source:  Kent  Weaver.  "Controlling  Entitlements.”  in  John  E.  Chubb  and  Paul  E. 
Peterson,  eds.  The  New  Direction  in  American  Politics  (Washington,  D.C;  Brookincs. 
1985).  p.)H. 


Figure  5  (Wildavsky,1988,p.  270) 
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Besides  demographic  trends,  Gramm-Rudman  further 
squeezed  government  spending,  by  limiting  spending  to 
revenue  from  taxes  plus  a  declining  deficit  balance.  With 
continued  gains  in  entitlements  and  limited  growth  in 
government  spending  as  a  result  of  Gramm-Rudman,  the  Coast 
Guard  faced  increasing  competition  for  the  remaining  dollars 
in  the  Federal  budget. 

b.  Missions:  The  Output  Environment 


The 

competition 

for  input 

resources  is 

a  means 

;r.d.  The 

desire  for 

increased 

funding  and 

manpower 

the  goal 

cf  providi 

ng  more  output  to  the 

eventual 

consumers  of  the  organ! zati on ' s  goods  and  services.  As 
11-;.:.'=:  nosed  in  his  discussion  of  Navy  missions, 

.  .  .we  must  em.phasizt  output  .  .  .  .because  a  nat.  '  n  of 
concerr.eJ  free  citizens  and  skeptical  taxpayers  is 
naturally  more  interested  in  what  is  harvested  than  in 
w  h  a  r  r s  c  v ; :  .  ( T  u  r  n  e  r  ,  a  r  /  e  ,  P  ' .  •.  j 

Tht  focus  on  output  forces  an  organization  to 
articulate  its  value.  That  is,  an  organization  must  compare 
the  results  of  its  existence  versus  the  absence  of  that 
organization.  The  results  of  this  analysis  should  show  that 
the  benefits  are  greater  than  the  costs;  in  other  words, 
some  value  is  created  by  the  organization. 

Wildavsky  identified  the  general  tactic  in  using 
output  to  compete  for  Congressional  funding  as  "Find  a 
cl ientel e ....  Serve  your  cl ientel e ....  Expand  your  clientele 
(Wi Idavsky , 1 988  ,  p .  1C1-C2)."  The  clientele  provides  a 
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meant  tn  lobby  Congress  for  increased  appropriations. 
Becausrr  of  diversity  in  peacetime  and  wartime  missions,  the 
Coast  Guard's  clientele  will  vary  with  the  mission.  Lack  of 
a  single  large  client  limits  the  Coast  Guard's  power  to 
influence  the  Congressional  appropriations  process. 

Diversity  among  clients  adds  and  detracts  from 
the  Coast  Guard.  One  possible  benefit  is  the  more  efficient 
delivery  of  services.  To  the  extent  that  the  Coast  Guard 
dots  ncd  fully  employ  its  resources  performing  current 
xisi:.o;.i,  another  nev;  cr  expanded  n.issicr.  can  abscrb  sere  cf 
t •7-  w t.'.c  1  c  1  t-s s  1  ng'  overaij.  cost.  Suc.t  a  p.ocess 
re:,  ar.olgamat-  several  smaller  interest  groups  into  a  larger 
more  pclit.cally  powerful  entity. 

Conversely,  the  same  procedure  can  provide  a 
dy  s :  in.  c  t  ^  ona  1  fc.C'-:,  when  the  coals  of  these  interest  groups 
do  not  ctin.^d-r.  Selection  cf  one  goal  alienates  the 
pu'op  cn.ent;-  of  tne  opposing  goal,  The  alienation  affects 
supporters-  both  inside  and  outside  the  organization.  Coast 
Guard  leaders  face  a  challenge  to  balance  these  competing 
roles  and  missions,  where  they  do  not  overlap.  The 
leadership's  juggling  ability  impacts  internal  morale  and 
external  political  support. 

The  competition  for  funding  overlaps  the 
competition  for  the  legal  mandate  to  perform  solely  the 
assigned  government  functions.  Nearly  every  mission  of  the 
Coast  Guard  is  peripherally  performed  with  other  government 
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agencies.  For  example  the  Drug  Enforcement  Agency,  Customs 
and  the  Coast  Guard  all  perform  some  drug  interdiction  in 
the  m.aritime  regions.  The  Department  of  Defense  also  is 
being  tasked  with  an  expanded  drug  interdiction  mission. 

With  the  exception  of  Ice  Operations,  Marine 
Licensing,  and  offshore  Maritime  Search  and  Rescue,  the 
Coast  Guard  shares  some  portion  of  its  remaining  eight 
missions  with  other  organizations.  For  a  listing  of  Coast 
Guard  missions  and  their  competition,  see  Appendix  A.  These 
overlaps  in  mission  responsibility  result  both  from  politics 
ar.d  concerns  for  efficiency.  Assignment  of  an  additional 
r.^ss^or.  car.  absorb  slack,  making  government  more  efficient. 
:-:c-weve.  ,  redunda.nt  capabilities  can  also  inflate  the  overall 
ccs:  cf  providing  government  goods  and  services. 

Thi.'^  concern  fc:  government  efficier.cy  helped 
'.he  Coast  Guard  assurr-.e  a  forrrial  role  in  the  Maritime  Defense 
Zo;:e.  The  Defe.nse  Department’s  need  to  protect  its  supply 
cha:.:.,  including  origins,  coupled  with  increasing  Defense 
budgets  in  the  19SC's  was  a  catalyst  for  the  Maritime 
Defense  Zone  concept.  New  Navy  commands  (headed  by  Coast 
Guard  Vice-Admirals,  directing  Navy  and  Coast  Guard  units) 
were  quickly  established  to  defend  U.S.  coastal  areas  and 
vital  ports  of  embarkation. 

However,  this  concept  also  introduced  a  very 
real  threat  of  competition.  This  threat  materialized  in 
military  operations  centers  when  Navy  reservists  worked 
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interchangeably  in  billets  also  filled  by  Coast  Guard 
reservists.  Significant  capabilities  also  exist  within  the 
Navy  in  small  boats,  riverine,  and  other  coastal  patrol 
activities.  These  capabilities  can  substitute  for  the  Coast 
Guard  or  its  Reserve, 

A  similar  situation  occurs  in  peacetime  missions. 

In  1972,  the  Congress  mandated  that  the  Coast  Guard 
Reserve  augment  the  active  service  as  a  peacetime 
mission.  ( Sparks , 1 98 9 , p .  1-5) 

Unfortunately,  any  increased  performance  of  peacetime 
mssior.s  by  Reservists  could  reduce  the  need  for  active  duty 
lesourceH'  tc  ytifcin!  the  same  mission.  The  active  duty 
Coas*  Guard  may  oppose  growth  of  the  Reserve,  if  it 
accompanie.s  ?,  decline  i..  active  duty  strength.  And  the 
assignment  of  peacetimie  and  wartime  miissions  injects  the 
:..ssu'  o:  balance  ht-twee.i  the  tv;c  mnssicr.s,  addit..onal 
comipe.ition  for  the  organization’s  resources, 
c  .  En V i  r  oniTiC-n  t  :  C one  1  us  i  on 

Investigating  the  environment  identified 
increasing  comipetition  for  resources.  Other  government 
agencies  desire  funding;  civilian  and  military  organizations 
compete  for  manpower.  This  competition  extended  to  the 
output  arena,  where  organizations'  missions  encroached  on 
opponents.  Some  agencies  expanded,  assuming  missions  that 
complemented  their  existing  purposes.  The  Maritime  Defense 
Zone  concept  exemplified  this  expansion  by  the  Coast  Guard. 
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However,  this  mission  blurs  the  distinction 
between  services,  especially  as  manpower  sources.  This 
potentially  threatens  the  Coast  Guard  Reserve's  status  as 
the  sole  provider  of  manpower  to  meet  expanded  Coast  Guard 
needs  during  wartime.  Wartime  preparation  also  competes 
with  peacetime  responsibilities.  The  strategy,  through 
control  systems,  needs  to  balance  application  of  the 
organization's  resources  between  the  various  competitors  for 
output.  The  strategy  also  needs  to  relate  its  output  to 
resource  requirements,  to  com.pete  for  those  resources. 

3.  Futurity  and  Niche 

The  next  stage  in  the  strategy  model  aims  to  develop 
alternatives  and  exaitiine  their  futurity.  Alternatives 
pertain  to  the  rrhlitary,  political,  and  econom.ic  arenas. 
Th'r  military  futurity  concerns  the  consequence  of  mobilizing 
the  force  in  wartime  or  national  emergencv  .  This- 
calculotici.  determines  force  size,  training  level,  and 
training  focus.  Similarly,  the  political  futurity  concerns 
the  cost  of  devoting  additional  resources  to  government  and 
the  m.ix  of  different  agencies  within  the  government.  The 
economic  futurity  examines  ways  to  attract  manpower. 

The  futurity  questions  integrate  information 
obtained  in  the  goals  and  environment  sections.  During  the 
1980 's,  the  national  agenda  emphasized  both  Defense  and  Drug 
Enforcement.  This  environment  potentially  favors  the  Coast 
Guard  and  its  Reserve,  with  missions  in  both  of  these  areas. 
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a .  Military 

During  the  1980's  the  Coast  Guard  revitalized 
its  wartime  planning  efforts.  War  plans  were  updated  and 
exercised.  The  source  for  much  of  this  effort  may  have  been 
political.  But  the  net  affect  was  a  closer  examination  of 
these  missions.  Focusing  on  war  and  national  emergencies 
brought  the  mainstream  of  the  Coast  Guard  closer  to  the 
mission  of  the  Reserve. 

The  active  duty  Coast  Guard  retained 

responsibility  for  drafting  and  executing  war  plans.  The 
Reserve  Program  served  as  a  manpower  broker  to  provide 
trained  personnel,  who  would  expand  existing  units.  Thus, 
the  Coast  Guard  Reserve  emphasized  people  and  training.  It 
did  not  have  to  identify  a  war  strategy,  only  develop 
ir.anpowe:  :  r.  response  to  the  strategy's  military  needs, 
i .  Political 

From  FY  I98C-FY  1989,  the  authorized  strength  of 
DepartPient  cf  Defense  reserve  components  rose  38.1%  and 
appropriations  increased  83.4%  (in  constant  FY  80  dollars) 
(U.S.  Coast  Guard , Jul y , 1389 ,  p.  2).  Because  Congress 
traditionally  funds  DOD  at  95%  or  more  of  their  estimated 
wartime  needs,  the  Coast  Guard  wanted  its  reserve  to  mirror 
the  Department  of  Defense  (DOD)  in  relative  size. 

Coast  Guard  staffing  in  the  early  1980's  was 
approximately  50%  of  their  estimated  wartime  needs.  Public 
Law  100-180  directed 
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the  Secretary  of  Transportation  to  submit  to  Congress  a 
plan  to  enable  the  Coast  Guard  to  meet  95%  of  its 
wartime  mobilization  requirements  by  3C  September  1988 
(Department  of  Transportation,  1988, p.  1) 

This  Congressional  mandate  also  focused  attention  on  the 

question  of  force  size.  The  Secretary's  response  indicated 

a  shortfall  between  "7,800  and  14,125"  persons  (Department 

of  Tr anspor tat i on , 1 988 , p .  1).  Once  political  forces 

encouraged  this  alternative,  the  Coast  Guard  devoted  few 

resources  to  developing  other  options. 

Given  their  goals  and  short  term  environment, 
the  Coast  Guard  emphasized  growth.  The  growth  focus  takes 
ful  '  advantage  of  the  political  environment  in  Congress, 
br.t  ,  It  also  irriplied  emphasis  of  wartime  over  peacetime 

c .  Economi c 

The  ri.il  itary  enjoyed  recruiting  success  in  the 
19cC's  in  spite  of  the  demographic  trends.  The  strategy’s 
concern  with  obtaining  personnel  resourc:es  dep-endi;  1  on 
e  c  u  c  a  1 1 0  n  a i  benefits. 

Today  there  is  lecognition  in  all  circles  that 
educational  benefits  can  be  a  very  important  attraction 
of  military  service;  and,  furthermore,  these  benefits 
can  be  targeted  to  specific  markets  of  highly  qualified 
youths.  (Eitelberg,1988,p.  17) 

However,  other  competitors  in  the  labor  market 
will  match  these  enticements  if  they  want  to  compete.  Other 
armed  services  use  different  levels  of  educational  benefits 
to  aid  in  recruiting.  The  inescapable  impact  of  this 
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declining  supply 

of  manpower  is 

that 

the  recrui 

ting 

environment  will 

become 

more  compe 

ti ti Vfc 

,  given  the 

same 

demiand  for  entry 

level 

personnel  . 

In 

response  to 

the 

increasingly  competitive 

market,  the 

Coast 

Guard  transfe 

rred 

recruiting  responsibility  to  newly  created  Regional 
Recruiting  Commands  in  1986. 

d .  Budget  Confirmation  of  Strategy 

During  the  1980’s  the  budget  institutionalized  a 
basic  structure  of  expenses  for  the  Reserve  Program.  The 
budget  pioces.-.-  focused  on  changinc,  these  costs  only 
iTiarcinal  1 .  These  changes  depended  on  expansion  or 

contraction  in  the  size  of  the  reserve  force.  Accordingly, 
tl.is  evid^;r.ce  ccr.f  i  rr:..v  th.-  Coast  Guard  Reserve's  formulated 
rtrateg^  .  Tin.,  following  summary  of  the  FY  19o?  budget  shows 
planr.e.'  errendi  tur  es  (in  $  thousands): 

Reservists  W  e  e  k  e  n  c;  D  r  i  *  i  F  5  i  (  1 H  T  y  24,700 

Reservists-  '  2  Wee's.  Annual  Training  Pay  (ADT)  9  .  SCO 

r-  A.  rs 


Y..1  f  or-.s 
F  j.  CA 

Exerciser 
Instructors 
Recruit  Training 
Subtotal 


50C 
90C 
500 
600 
200 
3  ■  900 
6,600 


Support  Facilities  Operaticns/Maintenance- 
Reserve  Training  Center  Yorktown 
District  Offices 
Headquarters 
Program  Support 
Other 
Subtotal 


2,800 

1,000 

600 

2,200 

ZQA 

6,800 
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Support  Personnel- 

Military  16,600 

Civilian  2,200 

Staff  Travel /Boards  500 

Flags  100 

Subtotal  19,400 

Grand  Total  67,000 


Internal  budget  development  documents  revealed 
limited  analysis  on  these  "base"  expenditures.  Management 
emphasized  incremental  changes  to  this  base,  in  the  Resource 
Change  Proposal  process.  Requests  for  Congressional 
appropriations  defended  this  base  and  proposed  increases. 

The  highest  priority  for  increased  funding 
focused  on  increasing  the  number  of  Selected  Reservists, 
compared  with  quantitative  or  qualitative  change  in  any 
othei  areas  or  aspects.  Recruiting  received  constant 
e:T;i'.has:r  fro:.';  1 98  f -1988.  The  Rear  Admiral  heading  the 
Reservrr  program  wrote  personal  letters  to  District 
Command err  encouraging  theni  to  recruit  additional 
reservists,  even  if  those  numbers  slightly  exceeded 
authorized  strength  ceilings.  Growth  was  the  primary  focus 
icr  budget  increases  in  fiscal  years  1988  and  1989.  In 
1988,  the  number  one  priority  was  to  increase  reserve 
manpower  by  500  persons,  at  an  additional  cost  of  $5.7 
million  (Coast  Guard , 1 986 , p .  3).  In  1989,  the  service  faced 
increased  competition  in  recruiting.  To  meet  this 
challenge,  they  requested  funding  for  additional  reservists 
and  a  larger  recruiting  force  (Coast  Guard , 1987 , p .  1),  while 
lower  pric.rities  addressed  training  programs. 
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4.  Formulation  Conclusion 

This  analysis  has  shown  that  the  Coast  Guard  Reserve 
has  no  formal  process  for  formulating  strategy.  Examining 
goals,  the  environment,  alternatives  and  their  futurity,  and 
the  budget  process  allowed  inference  of  one  main 
al ternative : 

-  Mirror  the  Department  of  Defense  and  request  manning  at 
95%  of  wartime  requirements 

-  Focus  on  the  size  of  the  Reserve  Force  as  the  key  issue 

-  Maintain  the  current  resource  base,  and  attain  growth 
through  increased  Congressional  funding 

This  addressed  the  initial  question.t  in  the  strategy 


model : 


What  are  the  organization’s  goals  ?  (Coals) 
What  are  the  consequences  of  alternatives  (Futurity) 
What  is  the  en  v  i  onment  ?  (Environment) 


Euweve:  ,  f  crmrul  ati  on  and  consideration  of  alternatives 
aptf.c.--.  ro  be  liiT.ited.  Inertia,  political  forces,  and  lack 
of  staff  to  develop  alternatives,  all  played  sotTie  role  in 
limitir-i  the  development  and  considerati on  of  alternatives. 
The  imi- lied  strategy  concentrated  on  the  input 
arena,  competing  for  additional  resources.  This 

concentration  linked  to  the  output  focus  of  the  Maritime 
Defense  Zone  triission.  There  is  no  direct  evidence  to 
confirm,  the  comparative  advantage  that  the  Coast  Guard 
Reserve  sought  to  obtain,  develop,  or  exploit.  The  general 
nature  of  government  organizations  confirms  that  an  entry 
bariie:  exists  to  legally  restrict  competitors  to  the  Coast 
Guard  Reserve. 
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The  Coast  Guard  reorganized  its  district  offices  and 
headquarters  to  merge  war  planning  and  reserve  management 
under  a  staff  element  entitled  Readiness  &  Reserve.  No 
lower  field  level  reorganizations  occurred.  The  net  affect 
was  to  formalize  under  one  manager,  the  resources 
responsible  for  developing  and  executing  the  Coast  Guard’s 
wartime  strategy,  with  the  resources  responsible  for 
training  reservists  who  execute  part  of  that  strategy. 
Otherwise,  planners  postulated  an  expansion  of  the  existing 
organization  to  absorb  any  growth  in  the  Reserve  force. 
I;i:  ormation  in  the  im.plementation  phase  confir.ms  these 
cone  1  us  1 ons , 

E.  IMPLEMENTATION 

The  f.nal  question  in  the  strategy  rriodel  concerns 
controlling  implementation.  The  Coast  Guard  accomplishes 
impl  emencatioii  with  the  budget  and  a  series  of  managemient 
reports.  These  include  spending,  activities,  and  readiness 
reports . 

1 .  Budget 

The  budget  is  a  control  mechanism  for 
implementation:  it  sets  targets  for  expenditures.  The 
budget  translates  the  strategy  into  financial  terms. 
Control  activities  depend  on  these  quantitative  measures  to 
monitor  and  enable  implementation.  Monitoring  budget 
execution,  comparing  actual  expenditures  against  these 
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targets,  identifies  problem  areas  for  corrective  actions. 

Full  expenditure  of  all  money  appropriated  by  Congress  is 

critically  important  to  the  growth  strategy.  It  is  hard  to 

request  more  funding  next  year,  when  an  agency  has  not  spent 

a  smaller  amount  in  the  preceding  year.  Wildavsky 

illustrates  this  situation  by  saying: 

If  an  agency  has  a  substantial  carryover,  the  Budget 
Bureau  and  especially  the  appropriations  committees  may 
take  this  as  a  sign  that  the  agency  does  not  need  as 
much  as  it  received  and  may  cut  off  that  amount  in  the 
future.  (Wildavsky, 1988, pp.  89-9C) 

This  explanation  also  applies  to  recruiting.  There 
tlie  Reserve  sought  to  show  that  it  would  fill  all  existing 
ballets  a.-  «  prelude  to  requesting  additional  manpower. 

2.  Spending  and  Activities  Reports 

Quaiteily  spending  summaries  report  status  of  funds 
and  ledger  obligations.  The  status  of  funds  report  advises 
intentions  t ..  fully  spend  the  budgeted  amounts  for  a 
qua.  ter.  P.eporting  occurs  two  weeks  before  the  end  of  the 
quarter.  The  ledger  obligations  show  the  amounts  obligated 
for  specific  purposes  during  the  quarter. 

The  activities  reports  summarize  man-hours  or  days 
of  training  activities  performed  by  reservists.  Monthly 
reports  list  the  weekend  drills,  and  quarterly  reports  count 
the  two  week  active  duty  training  periods.  Apportionment 
targets  for  tirrie  spent  on  weekend  drills  include  65% 
augmentation,  25%  formal  training,  and  10%  unit 


adir.inistrati  or; .  The  two  week  active  duty  training  report 
includes  the  number  of  total  days  according  to  the  major 
training  activity  performed  in  the  period.  Again,  existence 
of  these  reports  suggests  the  importance  of  fully  spending 
budgeted  amounts  and  completing  a  prescribed  quantity  of 
training  activities. 

3.  Readiness  Reports 

Although  the  activities  and  spending  reports  provide 
a  picture  of  expenses  (what  was  done),  the  readiness  reports 


address  efi- 

c:.ency  and  effectiveness 

(how  we: 

1  it  was  done)  . 

Thes  e  inspei 

;tions  grade  individual 

reserve 

units  or.  their 

P  r  e  p  a  r  a  r  r  o  r,  s 

to  respond  to  a  general 

war  mob 

ilization.  The 

emphasis  in 

this  report  shifts  fron; 

resource 

consumption  tc 

1'  fe  s  u  1 1  s  . 

The 

readiness  evaluations 

would 

indicate  any 

degr adat 1 ons 

1  r.  f  c  I'  c  e  q  u  a  *  X  c  y  , 

Howeve 

r,  substantial 

revisions  t 

c  this  evaluation  during  the 

1930  ' negate 

compar isoiis .  The  emphasis  of  this  report  or.  wartime 

missions  implies  that  a  unit  commander's  success  depends 
more  on  the  ability  to  prepare  for  war  versus  peacetime 
m.issions  . 

F.  CHAPTER  CONCLUSION 

This  chapter  traced  the  current  Coast  Guard  strategy 
through  the  model  outlined  in  Chapter  II.  The  Coast  Guard 
faced  increased  competition  for  Congressional  funding  and 
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workers.  In  response,  it  emphasized  military  missions  and 
drug  enforcement  as  a  means  to  compete  for  funding  and 
growth.  Educational  benefits  and  reorganization  of  the 
recruiting  function  helped  to  compete  for  manpower. 

Internal  control  activities  identified  the  key 
activities  critical  to  the  success  of  the  Coast  Guard's 
strategy.  Controls  focused  on  full  consumption  of 
resources,  full  performance  (quantity)  of  training 
a c t 1 r - : i es ,  and  readiness  of  reservists  for  general 
rr.o;._  1  iraticn .  These  indicators  combine  to  confirm  the 


c :  g a:. :  rati  on  '  s  s  t  r  a  t  eg y  . 

Tht-  chapter  evaluates  the  success  of  this  strategy, 

an.'.  1  ae.-:t.  *  f  c  e.i  problems  and  their  causes.  Such  analysis 

w .  1 no:  solve  tomo:  vow's  prcblems.  The  continuous  change 
r:.  the  er.v v  ronment  dictates  constant  evaluation  and 
adaptaticn  ly  any  organi cat i on  practicing  strategy. 
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IV.  EVALUATION  OF  THE  STRATEGY 


A.  CHAPTER  INTRODUCTION 

This  chapter  evaluates  the  strategy  outlined  in  the 
previous  chapter.  Evaluating  any  strategy  requires  some 
device  for  measurement  against  criteria  and  standards.  The 
Coast  Guard  Reserve  has  no  formal  documentation  of  its 
strategy,  whic.h  would  indicate  its  aspirations  in  the 
spectrum  between  survival  and  domination.  The  Coast  Guard 
Reserve's  strategy  clearly  called  for  growth,  but  such  a 
gambit  could  easily  serve  to  conceal  a  more  modest  goal  of 
survival.  Therefore  the  evaluation  in  this  chapter  is 
relative  to  some  assumed  goals  of  the  strategy. 

Besides  the  goal  of  growth  or  survival,  the  strategy  can 
be  measured  by  adherence  to  strategic  principles.  Based  on 
these  various  measures,  different  degrees  of  success 
occurred.  Where  some  weaknesses  are  identified  (relative  to 
a  specific  goal),  analysis  will  indicate  problems  and  their 
causes.  Chapter  V  will  develop  some  specific  solutions. 
However,  the  entire  evaluation  of  strategy  and  its  success, 
as  Liddell  Hart  cited,  depends  on  your  "own  point  of  view." 

B.  ORGANIZATIONAL  GROWTH /SURVIVAL 

From  FY  1980-1989,  Selected  Reserve  strength  grew  11.1% 
and  appropriations  grew  by  4.0%  (in  constant  FY  80 
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dol lars) (Coast  Guard , November , 1989 , p .  2).  The  ratio  of 

force  size  to  appropriations  suggests  that  either  fewer 
relative  dollars  delivered  the  same  or  higher  quality  force 
due  to  increased  efficiency,  or  holding  efficiency 
constant,  the  force  size  grew  while  the  quality  declined. 
Confirming  the  correct  conclusion  requires  a  definition  of 
mission  performance,  and  no  such  definition  exists.  A  mix 
between  the  two  alternatives  is  also  possible,  but  again 
unprovabl e . 

When  viewed  in  annual  increments,  the  strategy's 
manpower  quantity  results  declined  in  1988  and  198S.  From  a 
peak  of  nearly  13,CC0  in  1987,  strength  declined  to  just 
ever  12,500  in  19SS,  and  to  appreximately  12,200  in  198S 
(Coas*  Guar d , November , 1 98 9 , p ,  2).  Funding  also  peaked  in 

19'"  at  $7C.M,  declined  $5M  rn  1988  ,  and  recovered  to  around 
$G7i;  in  111'  .  (All  figures  in  constant  FY  89  dollars.)  The 
an: r op r 1  a 1 1  on  in  FY  89  differed  by  only  4%  from  the  funding 
levels  of  FY  SO  (in  constant  FY  89  dollars). 

Compared  to  the  growth  of  the  active  duty  Coast  Guard, 
Navy  and  Navy  Reserve,  the  Coast  Guard  Reserve  declined. 
Figure  6,  on  the  following  page,  shows  the  time  trend  during 
the  1980's  of  these  organizations’  appropriations.  All 
dollars  are  in  1989  dollars;  and  1980  equals  100%. 

Appendix  E  contains  the  data  used  to  construct  Figure  6. 


cr 


-  ■-  Coast  Guard  Re  Coast  Guard  A  Navy  Reserve  -b-  Navy  Active 


Figure  6 
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If  the  strategy's  goal  was  growth  to  a  force  size  of 
approximately  20,000  selected  reservists,  then  the  strategy 
was  unsuccessful.  However,  if  the  goal  was  to  maintain  the 
selected  reserve  at  1980  levels,  then  success  occurred.  The 
main  reason  for  failure  to  achieve  growth  is  unsuccessful 
competition  in  the  Congressional  arena  for  funding.  Based 
on  desires  to  expand  the  size  of  the  Reserve  force,  future 
strategy  must  develop  some  means  to  obtain  additional 
funding . 

C.  THEORETICAL  VALIDITY  OF  STRATEGY 


A  theoretical  basis  can  also  evaluate  the  success  of  a 
strategy.  The  criteria  for  evaluating  strategies  from  page 
23,  ideritified  four  main  areas:  consonance,  consistency. 


f  easi n; 1 

ity  and  advantage.  In 

retrospect 

,  each  of  these 

factors 

influenced  and  limited 

the  Coast 

Guard  Reserve's 

S 1 1'  Cl  t-  6  O'  y 

Sorae  cf  the  strategy' 

s  problems 

appeared  in  more 

than  c:-.^  area.  Examining  each  of  the  four  main  areas  will 
identify  these  problems. 

1.  Consonance 

The  consonance  criterion  focuses  on  the  previously 

discussed  desire  for  growth.  The  criterion  states  that: 

The  strategy  must  represent  an  adaptive  response  to  the 
external  environment  and  to  the  critical  changes 
occurring  within  it,  (Quinn  and  others, 1988,  p.  51) 

Changes  in  the  environment  indicated  an  increasing 

competition  for  resources.  The  Reserve  hoped  to  compete  for 
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additional  funding  by  documenting  serious  manpower 
shortfalls.  The  consonance  aspect  reaffirms  conclusions 
from  section  B.  in  this  chapter. 

2.  Consistency  of  Goals  and  Policies 

The  consistency  criterion  states  that: 

The  strategy  must  not  present  mutually  inconsistent  goals 
and  policies.  (Quinn  and  others , 1988 ,p .  51) 

The  organization's  goal  continues  to  be  providing  a  trained 

force  in  time  of  mobilization.  The  strategist  knows  from 

his  study  of  the  environment,  that  competition  for  resources 

IS  inci easing.  This  may  mean  reduced  resource  levels  for 

the  Coast  Guard  Reserve.  If  so,  the  resources  obtained 

should  t'e  focused  or.  the  most  important  goals  of  the 

organization. 

Fcr  example,  training  the  wrong  people  for  the  wrong 
missici.  will  squander  scarce  resources.  Such  inefficiency 
cq;v,uic-.i ses  an  agency's  credibility  with  Congress.  Within 
the  organization,  such  contradictions  deflate  morale.  The 
Congressional  affect  diminishes  the  agency's  ability  to 
compete  for  increasingly  coveted  resources. 

The  goal  of  providing  a  trained  force  in  time  of 
mobilization  can  vary  depending  on  the  force  size,  level  of 
training,  and  type  of  war,  national  emergency  or 

mobilization.  The  control  systems  confirm  to  subordinate 
managers  the  emphasis  among  these  goals  as  desired  by  top 
management.  But  the  control  systems  contain  some  inherent 


58 


limitations  that  confound  the  communication  of 
organizational  intentions.  However,  control  systems  were 
effective  if  the  goal  was  maintaining  the  size  of  the 
Reserve  force  at  1980  levels. 

Given  additional  goals,  the  control  systems  were 
less  effective.  Coast  Guard  directives  task  Reserve  Units 
with  training  for  mobilization.  An  additional  goal 
emphasizes  that  65%  of  that  training  should  occur  as 
augmentation,  where  performance  of  a  regular  peacetime 
mission  effectively  trains  reservists  for  their  mobilization 
assignment.  The  opportunity  for  augmentation  varies 
dramatically  between  reserve  units,  and  this  variance 
creates  consistency  problems  within  the  goals  of  the 
Reserve. 

h  unit's  location  adjacent  to  its  mobilization  site 
allov'-i  the  opportunity  to  accomplish  augmentation. 
Augr.ienta  1 1  on  requires  an  overlap  between  peacetime  and 
wartrme  shills  which  does  not  always  occur.  Personalities 
at  the  unit  level  also  compromise  the  potential  to  perform 
augmentation.  The  active  duty  Commanding  Officer  can 
preclude  effective  augmentation  by  not  tasking  the 
reservists  with  missions  or  denying  access  to  the  equipment 
needed  to  perform  the  mission. 

Location  of  a  Reserve  Unit  away  from  its 
mobilization  site,  or  proximate  to  active  units  performing 
different  missions  creates  additional  limitations.  For 
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exaiTipie,  a  reserve  unit's  mobilization  mission  could  be 
supervision  of  ammunition  loading.  Yet  reserve  units  with 
this  mission  are  not  always  located  where  these  activities 
occur  in  peacetime.  Thus,  augmentation  in  many  ways  can 
present  mutually  inconsistent  goals.  And  the  budget 
seemingly  does  not  distinguish  between  reserve  units  based 
on  the  degree  of  difficulty  in  completing  training. 

3.  Feasibility 

This  augmentation  situation  coupled  with  a  ' ack  of 
budgetary  response  also  violates  the  feasibility  criterion. 
This  criterion  states  that  "the  strategy  must  neither 
overtax  available  resources  nor  create  unsclvable 

suhproblems  (Quinn  and  other s , 1 988 , p .  51)."  Unless  the 

budget  links  resource  levels  with  training  needs,  the  Coast 
Guard  Reserve's  strategy  violates  the  feasibility  criterion. 
Cthr:-;  ccntrol  reports  might  ccnfirii.  this  problem.;  instead, 
they  combine  with  ii.consi  stent  goals  to  further  rriask  t, 
p rob  1  e:;  , 

Again,  control  reports  generally  direct  the  Reserve 
field  organization  towards  desired  goals.  But  the  time 
sequence  for  submission  precludes  any  automatic  responses 
which  correct  off-target  activities.  All  reports  arrive  at 
Headquarters  after  the  significant  activity  occurs,  so, 
intervention  can  only  focus  on  long  term  remedies. 

Another  limitation  in  these  controls  is  moral 
hazard ,  a  condition  which  occurs  when,  according  to  Baumol , 
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"Payment  by  resul ts . . . el icits  an  attempt  to  change  the  state 
of  nature  ( Baumo  1  , 1 SS  f  ,  p  .  16).*'  A  degree  of  moral  hazard  is 
prese.it  in  each  of  these  controls:  the  activities  report, 
the  ledgers,  and  the  readiness  evaluation  (as  described  in 
Chapter  III-E). 

Moral  hazard  would  compromise  the  activities  report 
when  weekend  drill  activities  could  be  rationalized  to  fit 
more  than  one  category  of  the  65-25-10  distribution  (see 
page  45).  Shifting  drills  from  one  category  to  another 
would  achieve  the  desired  distribution,  even  though  the 
underlying  activity  did  not  change. 

The  ledgers  only  report  amounts  obligated  or 
e3rr..arked  for  a  specific  purpose.  If  managers  were  low  on 
f  undi  .  nothing  precludes  a  low  estimate  on  the  cost  of  a 
prcject  .  Manipulating  data  in  either  direction  would  allow 
the  funds  manage,  t.'  fully  oldigate  his  appr  ci  i  i  a  1 1  on  . 

k  new  a. .'counting  system  being  introduced  in  fiscal 
yean  1$9'  should  elir;l.nate  the  potential  for  this  praciice. 
Th-  new  sys.te.v.  allows  real  time  access  to  mianagers  at  all 
levels,  whi.  can  deteirriiiie  the  amount  of  actual  expenditures, 
as  they  occur .  The  potential  improveme..t  cannot  be 
confirm, ec  until  the  system,  is  fully  operational. 

The  readiness  reports  are  also  susceptible  to  moral 
hazard.  Units  can  report  training  levels  and  qualifications 
beyond  what  members  actually  attain.  Unless  these  basic 
records  a:e  checked,  scores  become  falsely  inflated. 
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Readiness  reports  only  address  wartime  scenarios,  but  unit 
commanding  officers  also  have  responsibilities  to  prepare 
for  natural  disasters.  However,  the  Coast  Guard  does  not 
evaluate  the  state  of  readiness  for  this  contingency.  Here 
again,  goals  are  not  consistently  controlled,  and  without 
resource  links,  they  are  also  unfeasible. 

4.  Advantage 

The  last  criterion  addresses  advantage,  "The 
strategy  must  provide  for  the  creation  and/or  maintenance  of 
competitive  advantage  in  the  selected  area  of  activity 
(Quinn  anc  ethers , 1988 , p .  51).”  The  advantage  criterion 
shows  a  major  weakness  in  not  having  a  strategy  making 
process.  Since  the  advantage  is  net  clearly  identified,  its 
creation  and  maintenance  cannot  be  integrated  in  all  the 
or gan. zat 1  on ' s  processes. 

The  ccnsiste.ncy  and  feasibility  areas  already 
demonstrate’  the  potential  fer  systems  to  become 
dysf uncti onal  towards  supporting  the  comprehensive  strategy. 
Moreover,  some  advantage  needs  tc  be  identified  which  is 
consonant  with  the  environment.  The  Coast  Guard  Reserve's 
strategy  suffered  from  flaws  in  each  of  the  four  areas 
evaluated.  Some  problems  overlapped  and  affected  more  than 
one  area.  Problems  in  control  systems  of  timeliness  and 
moral  hazard  require  solution.  Strategy  formulation  aspires 
to  address  all  of  these  areas  simultaneously,  so  that 
solutions  to  problems  in  one  area  support  the  other  areas. 
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The  budget  provides  an  integrating  mechanism,  linking  the 
organization's  goals  and  problems  with  the  resources 
earmarked  tc  accomplish  goals  and  solve  problems. 

D.  CHAPTER  CONCLUSION 

Chapter  IV  reviewed  the  strategy  of  the  Coast  Guard 
Reserve,  evaluated  its  success  and  sources  of  problems.  The 
Coast  Guard  emphasized  military  roles  and  manpower 
shortfalls,  but  the  Reserve  force  did  not  grow  as  expected. 
Congress  did  net  provide  additional  funding.  If  the  goal  was 
growth,  then  success  was  limited;  if  the  goal  was  survival, 
the  straregi  was  more  successful. 

Cn  a  theoretical  basis,  the  strategy  suffered  especially 
from  a  lack  o:  consistency  and  feasibility.  Moreover,  some 
systen.atic  basis  is  needed  to  identify  and  implement  a 
comparative  advantage.  Some  means  to  document  the  efficient 
use  of  existing  resources  could  help  the  Coast  Guard  compete 
for  resoul  ot:-:..  Better  methods  of  directing  resources, 
regardless  of  the  level  received,  could  improve  attainment 
of  goals. 

The  next  chapter  uses  the  budget  to  propose  an 
alternative  which  solves  these  problems. 
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V.  IMPROVEMENTS  TO  PREVIOUS  STRATEGY 


A.  CHAPTER  INTRODUCTION 

This  chapter  uses  the  budget  to  solve  specific  problems 
identified  in  the  previous  chapter,  including  a 
clarification  of  goals  and  improved  control  systems  which 
ensure  that  attainment  of  goals  is  feasible.  The  budget  can 
perform  this  function,  but  not  in  its  present  fornr!. 

The  budget  and  other  control  systems  currently  focus  on 
full  consumption  of  resources.  Eut ,  consumption  is  not  the 
organization's  goal.  The  Reserve  intends  to  provide  a 
service  to  the  nation.  And  as  Turner  noted,  the  nation  is 
more  interested  in  output.  The  budget  could  identify  output 
::  the  financial  inputs  were  tracked  as  assets,  in  an 
accounting  sense.  The  purpose  of  this  chapter  is  to  track 
the  organization's  resources  through  the  budget. 

The  first  section  defines  an  organization's  activities 
as  expenses  and  assets.  The  next  section  differentiates 
between  the  various  types  of  assets.  Following  this,  a 
clarification  of  output  is  offered  by  viewing  a  skills  model 
and  the  difference  between  present  and  future  consumption. 
Finally,  a  control  system  is  proposed  to  use  the  budget  in 
its  reconstituted  form.  By  discussing  the  organization  in 
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this  framework,  the  chapter  will  offer  solutions  to  some  of 
the  problems  identified  in  Chapter  IV. 


B.  ASSETS  AND  EXPENSES 

Budgets  describe  an  organization's  plan  for  transforming 
resources.  The  Coast  Guard  Reserve  consumes  people  and 
money,  and  produces  various  services.  Accounting  concepts 
express  this  process  in  terms  of  assets  and  expenses. 
Assets  are 

economi  '  resources  owned  by  an  entity  whose  cost  at  the 
time  ci  acquisition  can  be  objectively  measured ....  A 
resource  is  an  economic  resource  if  it  provides  future 
benefits  tc  the  entity.  Resources  provide  future  benefits 
under  any  cf  three  ccnditions:  (1)  they  are  money  or  can 
be  converted  to  money;  (2)  they  are  goods  which  are 
expected  to  be  sold;  ci  (3)  they  are  expected  to  be  used 
futuie  activities  of  the  entity.  (Reece  8  Anthony, 


Exps-tses  are 

those  costs  which  are  identified  with  particular  streams 
rurrent  output  as  distinct  fron.  those  cos  ts  .  .  .  whi  ch 
will  normally  bt  identified  with  future  strearr.s  of 
output.  Costs  which  cannot  logically  be  identified  with 
any  streams  of  output,  either  past,  present,  or  future, 
arc  "iOsses."  ( Fat  on ,  1 944 , p .  126) 

An  expense  is  an  expired  asset  that  produces  some  value. 

This  difference  between  potential  and  consumption  links 

assets  and  expenses. 

The  Coast  Guard  obtains  assets  in  the  form  of 
appropriations  from  Congress.  It  then  either  transforms 
these  into  other  assets,  or  consumes  themi  as  expenses.  A 
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budget  is  an  organization’s  plan  for  converting  assets  into 
other  assets  or  expenses. 

In  simplest  terms,  unless  some  value  remains  from  a 
budgeted  activity  at  the  end  of  the  year,  that  activity 
becomes  an  expense  sometime  during  the  year.  The  expiration 
of  the  asset  into  an  expense  should  give  rise  to  some  output 
desired  by  a  consumer  of  the  organization's  services.  In 
business,  revenue  would  measure  the  desirability  of  the 
service.  However .  governments  generally  do  net  charge  for 
rh=i:  services.  The  miain  value  in  conceptualizing  an 
crgani zati cn ' s  activities  in  this  wav  is  that  it  shifts  the 
focus  from  consumption  to  output. 

Trarning  reservists  and  improviiig  their  ability  to 
jerforir.  during  mobilization  is  an  example  of  converting  one 
asset  (payroll  dollars)  into  another  asset  (trained 
reservists).  Using  the  training  to  perform  the  mission 
exemplifies  the  expense  process;  consurriing  tl.is  asset 
creates  an  expense.  The  value  of  that  service  tc  the 
be.;eficia:y  should  exceed  the  cost  of  providing  the  service. 

C.  PRESENT  VS.  FUTURE  CONSUMPTION 

The  budget  shows  expiration  of  assets  for  a  single  year 
as  they  become  expenses.  Some  of  the  remaining  assets  will 
become  expenses  in  future  years.  By  measuring  this 
depreciation,  the  "present  value"  of  training  activities  can 
be  calculated.  The  "present  value"  concept  projects 
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training  benefits  into  the  future  to  measure  their  residual 
value.  Restated,  the  present  value  measures  the  total  value 
of  a  training  activity,  including  the  decay  of  the  skill 
over  time. 

This  comparison  presumes  equal  dollars  invested  today 
into  two  different  training  programs.  The  benefits  or 
skills  continue  into  future  years,  decaying  at  various 
rates.  One  computes  the  present  value  by  measuring  the 
skill  level  at  regular  intervals,  and  adding  the  consecutive 
level...  The  high';:  sccre  indicates  the  greater  value  per 
t  ia:.ning  ch.  1  1  ar  . 

?la:'i:.g  training  decisions  in  this  framework,  emphasizes 
t..t  impact  cf  attrition.  The  cost  cf  a  training  activity 
cculcl  it-.c.-.e  ;  ecoupmei. t  over  several  years.  To  mieet  this 

ccnditicn,  military  members  often  agree  to  an  additional 
ter:,  f  .seivictr  if  assigned  to  certain  training. 


Thi.;  formiai  car:  a 

Isc  show  the 

cost 

to 

the 

service  when 

r ernb  c  1 retire  oi 

sepa.  ate  f  rorr. 

the 

servi ce , 

taking  with 

‘Then,  training  and 

e>:perience  which 

wi  1 1 

be 

expensive  to 

replace. 

In  financial  terms,  the  organization's  output  becomes 
either  other  assets  or  expenses.  However,  the  training 
level  of  reservists  is  diffivult  to  quantify  in  dollars, 
beyond  the  amount  invested.  To  overcome  this  difficulty, 
some  quantification  of  training  levels  is  necessary. 
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D.  OUTPUT  DEFINITION  AND  SKILLS  MODEL 


Use  of  the  budget  as  a  control  mechanism  requires 
quantification  of  desired  outputs,  in  terms  of  assets  and 
expenses.  No  such  quantification  comprehensively  covers  the 
current  Reserve  force.  A  new  skills  model  could  perform 
this  function,  employing  a  method  already  used  in  the  active 
duty  Coast  Guard. 

The  model  should  quantify  the  force  size,  training 
level,  and  training  focus.  The  force  size  issue  is  simpiy  a 
questic..  cf  nurribei'S.  However,  tne  levei  of  training  anc  type 
of  mobilization  complicate  the  issue.  Skills  can  differ 
cr amn  1 1  cu  1  1  y  from  wartime  to  peaceti.me  missions,  and  also  by 
the  level  of  expertise  required,  and  currency  of  skill 


The  current  shii'board  training  system,  responds  to  a 
sim.ila;  problev..  in  training  levels.  An  individual  fills  a 
bille'.  based  on  his  pay  grade  and  rating,  one  set  of  skills. 
Different  scenarios  require  different  skill  levels  from  the 
same  individual.  The  navigation  deta..!  could  require  an 
individual  to  serve  in  his  rating,  for  example,  a 
quartermaster  performing  navigation  duties  on  the  bridge 
while  entering  port.  Conversely,  during  law  enforcement 
evolutions,  he  might  perform  as  a  boarding  officer,  duty 
unrelated  to  his  rating.  The  job  dictates  the  skills  needed 
by  individuals.  Then,  the  Personal  Qualifications  System 
(PQS)  organizes  the  training  program  to  provide  the 
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necessary  skill  levels  for  each  individual  according  to  his 
job  assignments  and  regardless  of  his  rating. 

The  PQS  system  also  reflects  currency  of  skill  levels, 
unlike  the  qualification  code  system  presently  used  by  the 
Reserve.  C'l^al  if  ication  codes  document  that  an  individual 
completed  certain  training  at  some  point  in  his  career. 
With  PQS,  the  individual  must  complete  initial  qualification 
and  periodic  recertification.  Thus,  PQS  shows  not  only  the 
progress  of  an  individual  towards  certification,  but  his 
curiency  in  the  skill  as  well.  A  better  vision  of  readiness 
wc..ic  rt'.r.l:  fror.  linking  training  shortfalls  with  the  cost 
or  c  f  .k*  1  y  trained  force. 

Thr.-  PQ"  system  can  expandl  to  cover  potentially  any 
trarnrr.c  need.  Reserve  billets,  afloat  and  ashore,  are  now 
incluc;<rd  in  the  PQS  systen..  This  vehicle  allows  measurement 
of  an  1  ..dir  iclual  ' »  trair.ine  level.  Thus,  an  aggregate  skill 
Irvel  r.ea^ju:.  en.ent  fc:  the  Coast  Guard  Reserve  is  possible, 
with  PQS  covering  all  required  skills  (peacetime  and 
wartiHie)  and  all  indivi  dual  .s  . 

A  grapli  can  simplify  individual  skill  issues  by 
presenting  a  simultaneous  picture  of  the  various  levels. 
Each  skill  assigned  to  an  individual  is  represented  by  a 
bai  .  The  level  of  training  in  that  particular  skill  is 
shown  by  the  height  of  the  bar.  The  graph  shows  the  number 
of  individuals,  their  assigned  missions,  and  training  level 
for  each  mission.  Figure  7  shows  different  training  levels. 
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These  levels  will  vary  according  to  the  amount  of  resources 
dedicated  to  training  for  each  mission,  and  the  efficiency 
of  the  training  process. 
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can 


show  the 


By  quantifying  output,  analysis 
relationship  between  inputs  (budget  dollars)  and  outputs 
(training  level/force  size).  This  quantification  empowers 
the  budget  as  a  control  mechanism  for  management.  Without 
this  input-output  linkage,  the  budget  is  merely  a  plan  to 
consume  assets.  Moreover,  by  functioning  in  this  manner, 
the  budget  can  compare  the  efficiency  of  different 

alternatives  and  assist  leaders  in  selecting  the  best 
corrib_nati  on  cf  resources  for  a  particular  set  of  goals. 


E.  THE  BUDGET  AS  A  CONTROL  SYSTEM 

The  previous  discussion  emphasized  the  need  to  express 
output  in  teiTT;;.  cf  assets  and  expenses,  and  expressed  in  a 
'h-resenl  valu-”  context.  The  output  assets  were  then 
rrar.slated  into  a  skills  model  These  conceptualizations 
e:.c.l  1  c  the  '.udget  to  b-;  used  as  a  simple  control  system.  As 
such,  the  control  systec.  can  improve  the  consistency  and 
feaorbility  cf  the  strategy  option  selected. 

Conirol  systenru  depend  on  sensors,  selectors,  and 
effectors,  all  linked  by  communication  (p.  10).  The  budget 
control  system  starts  with  the  current  asset  base,  the 
trained  reservists  from  previous  years.  The  output  model 
serves  as  the  sensor,  revealing  the  exact  training  levels  of 
the  Reserve  force. 

The  strategist  can  then  target  specific  desired  outputs 
for  the  current  year,  this  decision  functions  as  the 
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selector  mechanism.  It  links  with  the  budget  to  designate 
resources  for  production  of  those  outputs.  The  supply  of 
financial  resources  provides  the  means  to  implement  the 
goals;  this  becomes  the  effector.  This  budget  control 
system  would  eliminate  problems  of  consistency  and 
f easibi 1 ity . 

The  selector  in  strategy  extends  beyond  control  and 
directly  relates  to  the  strategic  thrust  of  the 
organization.  Ansoff's  model  (from  p.  16),  divides  strategic 
thrusts  into  continuity  and  discontinuity  modes.  Continuity 
thrusts  are  appropriate  when  the  environment  is  stable,  and 
the  organization  is  achieving  its  goals.  Discontinuity 
thrusts  are  needed  to  respond  to  a  changing  environment  and 
when  organizational  goals  are  not  being  achieved. 

The  Coas*.  Guard  Reserve  could  use  Pcu'ter's  model  to 
conceptualize  conditions  within  government.  Placing  the 
irgani za t i ona 1  goals  in  this  context  would  indicate  which 
thrusts,  continuity  or  discontinuity,  are  required. 

Control  systems  still  may  suffer  from  "moral  hazard." 
And,  the  comprehensive  strategy  still  needs  to  develop 
consonance  and  advantage,  activities  which  are  difficult  for 
the  budget  to  express.  But,  the  expression  of 

organizational  activities  as  outputs  accom.pl  ishes  two 
purposes.  First,  it  is  needed  to  empower  the  budget  as  a 
control  mechanism.  Second,  it  may  help  the  Reserve  compete 
for  resources  frorr.  Congress,  if  Congress  insists  on  more 
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quantification  of  an  organization's  accomplishments.  In 
this  sense,  the  control  mechanism  is  consonant  with  the 
environment  surrounding  competition  for  funding. 

The  main  advantage  that  a  government  agency  exploits  is 
the  legal  barrier  to  entry  faced  by  potential  providers  of 
the  same  service.  As  existing  agencies  seek  to  expand  into 
complementary  areas,  cost  efficiency  may  erect  a  further 
barrier  to  entry.  The  budget  could  assist  an  organization 
in  becouiing  the  most  efficient  producer  of  a  required 
service.  With  output  defined,  the  budget  can  allow 
■vompa  1  i  s  o..  of  different  input  levels  to  select  the  most 
efficient  option. 

?);ancing  the  budget  to  conform  to  the  ideas  presented  in 
this  charter  wi  1  ■.  heli  to  solve  some  of  the  previous 
problems.  The  budget,  as  an  improved  control  systerri 
i:  rovide.:.-  tine  ir.ean.s  t,  ar.alyie  alternatives,  select  the  most 
efficient  orn-,  and  crntrol  imp  1  ement  a  t  i  or. . 


F.  CHAPTER  CONCLUSION 

This  chapter  explored  the  use  of  the  budget  to  solve 
some  of  the  problems  in  the  existing  Coast  Guard  Reserve 
strategy.  The  concepts  of  assets  and  expenses  focus  on  the 
difference  between  future  and  current  consumption.  Training 
increases  reservists'  future  potential;  this  option 
increases  assets.  Performance  of  a  mission  by  a  reservist 
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provides  a  current  service;  this  option  consumes  assets,  by 
definition  an  expense. 

In  this  framework,  managers  can  shift  resources  between 
future  benefits  and  current  consumption  as  dictated  by  the 
needs  of  the  situation.  With  output  definition  and  a  skills 
model,  the  Coast  Guard  Reserve  could  clarify  the  exact 
outputs  desired  from  consumption  of  its  financial  resources. 
This  enables  the  budget  to  function  as  a  control  system, 
eliminating  consistency  and  feasibility  problems. 
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providers  of  the  same  service.  The  strategist 
examine  the  environment  and  select  a  strategic 
direction.  Fcllov’ing  selection,  control  systems, 
the  budget,  guide  the  organization  towards  its 

there  are  many  benefits  to  altering  the  budget  as 
in  this  chapter.  And,  these  alterations  will 
organization  in  its  practice  of  strategy. 
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VI .  EPILOGUE 


A.  CONCLUSION 

Every  organization  faces  decisions  on  ends  and  means. 
Strategy  attempts  to  address  them  simultaneously,  to  ensure 
that  the  answers  are  properly  related  to  each  other.  The 
answers  then  are  not  unique.  There  are  many  ways  to  relate 
means  and  ends;  other  methods  could  deliver  a  sim.ilarly 
appropriate  answer.  The  hope  is  that  strategy  can  more 
easily  e;;cludfe  improper  answers.  That  is,  by  asking  the 
appropriate  questions,  strategy  can  deliver  the  appropriate 
answer^.-  in  a  nioie  accurate  and  timely  mannei  .  The  focus 
then  IS  method  in  relation  to  results. 

The  Coast  Guard  Rese: ve  lacks  an  integrated  strategy. 
Using  a  ousinesi  model  of  strategy  showed  one  possible 
method  for  formulating  and  implementing  strategy.  This 
method  enjoys  the  advantage  of  building  around  a  budget,  so 
the  Coast  G'uard  Reserve  could  expand  its  existing  budget 
system  to  more  fully  practice  strategy. 

To  adequately  serve  this  purpose,  the  budget  needs 
adaptation  to  correct  some  flaws.  In  particular,  the 
Reserve  needs  to  define  output  and  coordinate  goals, 
resources  and  controls  towards  the  desired  output.  The  Coast 
Guard  is  facing  multiple  decisions;  Which  method  to  use  ? 
Which  goals  to  set  ?  How  to  control  their  implementation  ? 
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Simplifying  these  decisions,  by  placing  them  in  a  relational 
context  is  one  benefit  from  a  strategic  planning  process. 

The  Commandant  in  his  long  range  view,  stated  that 

Budgetary  constraints  will  require  the  Coast  Guard  to 
meet  its  needs  through  improved  producti vi ty , . .  . We  will 
make  full  use  of  the  Reserve  in  augmenting  all  mission 
areas  as  necessary.  (Coast  Guard , October , 1989 , p .  3) 

The  Coast  Guard  and  the  Reserve  may  need  to  jointly  develop 

a  strategic  planning  process,  to  '  .ure  that  the  Reserve's 

role  in  the  parent  organization  is  appropriate.  No  thesis 

could  hope  to  encompass  all  of  these  issues.  A  collection 

of  the  best  talent  available  should  examine  the  process  and 

the  issues  to  ensure  inclusion  of  all  relevant  data. 

So  the  thesis  ends  as  it  began,  dealing  with  current 
decisions  and  the  future.  The  primary  decision  concerns 
selection  of  the  method  to  make  these  decisions.  The 
quality  of  pre.sent  decisions  on  these  issues  will  affect  the 
organization  into  the  next  century.  The  method  to  formulate 
the  issues  and  select  the  answers,  should  be  appropriate  to 
the  impact  that  the  answers  will  create. 

B.  FINDINGS 

This  thesis  examined  strategy  using  the  budget.  The 
primary  research  question  asked:  how  does  the  Coast  Guard 
Reserve  implement  strategy  in  its  budget  ?  To  approach 
this  central  issue,  the  thesis  first  asked:  what  is  the 
definition  of  strategy  7  Strategy  was  viewed  as  a  system 
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for  making  critical  decisions  on  purpose  and  the  future,  in 
response  to  competitive  conditions.  The  process  includes  a 
formulation  and  implementation  stage,  exploiting  some 
comparative  advantage  to  dominate  an  opponent. 

The  practice  of  strategy  addresses  the  following 
questions : 

-  What  are  the  organization's  goals  ?  (Goals) 

-  Wnat  is  the  environment  ?  (Environment) 

-  What  are  the  alternatives  ?  (Alternatives) 

-  What  are  the  consequences  of  alternatives  ?  (Futurity) 

-  What  is  our  comparative  advantage  ?  (Advantage) 

-  Kow  can  we  best  exploit  the  situation  ?  (Niche) 

•  ?:f.w  -'.-houlc  we  structure  ?  (Organization) 

-  Kcw  will  we  control  implementation  ?  (Control) 

-  will  we  evaluate  the  success  of  the 

strategy  and  the  need  for  adaptation  ?  (Evaluation) 

The  budget  serves  as  a  control  mechanisiti,  estimating  and 
measuring  a  goal  bj  its  cost.  The  strategist  obtains  and 
transforms  resources  into  some  crgani zati onal  output.  The 
budge*,  provides  a  gauge.,  relating  cost,  progress  towards 
goals,  and  survival.  The  strategy  can  be-  evaluated  on  the 
basis  of  consonance,  consistency,  feasibility,  and 
advantage . 

Ne.xt  ,  the  thesis  asked:  what  was  the  past  strategy  of 
the  Coast  Guard  Reserve  ?  Inference  of  recent  strategy 
revealed  an  orgaiii  zation  seeking  growth  but  facing 
increas competition  for  resources,  especially  funding  and 
manpower.  The  Coast  Guard  Reserve  emphasized  military 
missions  and  educational  benefits  respectively,  to  attract 
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the  needed  resources.  The  budget  and  other  control  reports 
focused  on  full  consumption  of  resources. 

Following  this,  the  thesis  asked:  how  effective  was  that 
strategy  ?  Analysis  of  recent  strategy  showed  varying 
degrees  of  success  depending  on  the  perspective  and 
criterion  of  the  evaluator.  From  a  theoretical  view,  better 
consistency  and  feasibility  would  improve  the  organization's 
output.  Accomplishment  of  goals  was  not  controlled  by 
linking  resources  to  the  level  of  attainment  desired. 

Finally,  the  thesis  asked:  how  can  the  strategy  be 
improved  ?  By  quantifying  output,  the  budget  can  compare 
various  alternatives.  The  budget  described  the 
c ! gani zat i on ' s  activities  in  terms  of  assets  and  expenses. 
However,  a  deiiniticn  of  output  is  needed  to  empower  the 
budge*.,  as  a  control  system.  Together,  the  output  definition 
and  the  budget  could  solve  the  consistency  and  feasibility 
problei'..u,  by  linking  resource  consumption  with  the 
organization's  goals. 

C.  RECOMMENDATIONS 

The  American  culture  of  democracy  and  capitalism  calls 
for  rational  stewardship  in  the  public  domain.  Ansoff 
observed  the  increasing  competition  for  resources  and 
commented : 

The  explosive  growth  of  expenditures  for  government  and 
social  welfare  has  reached  a  level  at  which  inefficiency 
can  no  longer  be  tolerated.  As  a  result,  the  nct-for- 
profits  are  under  growing  pressure  to  emulate  the 
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efficiency  of  the  business  firm.  ( Ansof f , 197 9 , p .  30) 

To  survive  in  such  an  environment,  the  Coast  Guard  Reserve, 
must  demonstrate  high  expertise  in  managing  its  resources, 
and  a  strategic  process  is  part  of  that  management. 

I  recommend  that  the  Coast  Guard  Reserve  adopt  a  formal , 
but  not  static,  process  of  strategic  management,  which  can 
serve  to  ensure  the  vitality  of  the  organization.  The 
strategic  process  should  identify  long  term  goals  for  the 
organization  and  methods  to  achieve  these  goals.  To  be 
effective  the  Reserve's  strategy  must  be  integrated  with  the 
strategy  of  the  active  duty  Coast  Guard.  To  be  realistic, 
the  strategy  will  be  constrained  by  the  amount  of  resources 
available  in  the  Federal  Government  arena. 

Iv:  specific  model  is  recommended  for  the  strategic 
management  function.  However,  this  thesis  identified  many 
cf  the  critical  issues.  Any  method  used  should  capably 
addi  ess  tlie  relevant  issues  as  shown  in  this  thesis. 
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APPENDIX  A 


Coast  Guard  Missions  and  Competitors 


Mission 

-  Aids  to  Navigation 


-  Boating  Safety 

-  Defense  Operations 

-  Environmental  Response 


-  Ice  Operation 

-  Maritime  Law  Enforcement 


-  Marine  Inspection 

-  Port  Safety/Security 

-  Search  and  Rescue 

-  Waterways  Management 


Competitor 

Aids  maintained  by  private 
firms  or  civilians  under 
pilot  program  with  contract 
administered  by  Coast  Guard 

Various  state  and  local 
government  agencies 

Navy 

Federal  Environmental 
Protection  Agency,  various 
state  and  local  government 
agencies 

None 

Federal  Drug  Enforcement 
Administration,  U.S. Customs 
Service,  various  state  and 
local  government  agencies 

American  Bureau  of  Shipping 

Various  state  and  local 

government  agencies 

Department  of  Defense 
various  state  and  local 

government  agencies 

Army  Corps  of  Engineers 
various  state  and  local 

government  agencies 
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APPENDIX  B 


Data  used  to  construct  Figure  6 
(all  figures  in  thousand  dollars) 


Year 

Nominal  Budaet 

COAST 

GUARD  RESERVE 

1980 

42675 

1981 

49483 

1982 

51483 

1983 

54000 

1984 

55355 

1985 

59223 

1986 

58857 

1987 

64400 

1SS8 

62884 

COAST  GUARD 

ACTIVE 

1980 

11152C9 

7  q  c  ■ 

153697? 

198  2 

1482456 

1985 

16037S8 

1984 

1690542 

198  5 

1798908 

:  986 

1617939 

1987 

18C2275 

198  8 

1782506 

NAVY 

RESERVE 

19SC 

263054 

1981 

318578 

19&: 

374600 

198  3 

67843; 

198  4 

767100 

1985 

1127C12 

1986 

1264599 

1987 

1394892 

1988 

1512963 

NAVY 

ACTIVE 

1980 

7351152 

1981 

8920295 

1982 

10324474 

1983 

10846708 

1984 

11445908 

1985 

15701274 

1986 

15875246 

1987 

17625440 

1988 

18237199 
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